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THE MARCH OF THE NEWS 


IN NATIONAL AFFAIRS 


War clouds over Europe again cast their 
shadows across the Atlantic. Tension in chan- 
cellories over sanguinary revolution in Spain 's 
felt in United States. What this latest threat 
to Old World peace means to America is told 
in an illuminating article on Page Three. 


Another civil war that may also have wide- 
spread repercussions splits asunder the ranks 
of organized American labor. Craft union 
forces under leadership of William Green accept 
the challenge of industrial unionists headed by 
John L. Lewis. Possible results of the first 
cleavage in the ranks of labor in 55 years are 
explained in article on Page Seven. 


Drought and politics still keep the center of 
the American stage. Up another peg goes the 
market basket on the price ladder as officials 
tabulating the prospect for grains and meats 
predict an ample food supply despite the 
drought. See Page Five. 


The President, between conferences of cam- 
paign counselors, puts the finishing touches to 
his drought tour scheduled for September. 
Other doings at the “Summer White House” 
at Hyde Park will be found in “The President's 
Week” on Page Four. 


Campaign machinery shifts into high gear as 
both parties make ready for the final drive. 
Meanwhile primaries in four States give some 
indication of the trend in voting. Polls shift 
the needle of popularity to a slight degree. 
These and other developments in “The Political 
Week” are to be found on Page Six. 


CORPORATION TAX EXPLAINED 


Some light is now cast on the intricate work- 
ings of the new tax on undistributed corpora- 
tion profits as the Internal Revenue Bureau of- 
fers an official explanation of the law. An 
amplification and clarification of the proceduré 
to be followsd by tarypayers in the preparation 
of their returns will be found in an article on 
Page Fifteen. 


What the nation’s editors think about the rise 
in the business barometer of stee/, about the de- 
pendence of the rai/roads on business recovery, 
about the proposal to eliminate many of the 
semi-judicial powers of Federal bureaus through 
the creation of an “administrative court,” will 
be found in a comprehensive press digest on 
Page Twelve. 


Efforts by statisticians to compute an “aver- 
age wage” for various industries is given a 
thorough analysis by George E. Sokolsky, econ- 
omist and international journalist. What the 
“average wage’ means in dollars and cents and 
how earnings in the different industries compare 


is explained in an article on Page Ten. 


DUTIES OF A BANKER 


Banks and their depositors—what are the re- 
sponsibilities and the mutual obligations? Orval 
W. Adams, second vice president of the Ameri- 
can Bankers’ Association, in an article “Jf Our 
Depositors Only Knew” on Page Eight presents 
the importance of a “tax conscious” citizenship 
in matters of government and private finance 


A three-cornered situation is dropped into the 
American scene—Labor, Press and Politics. In 
a detailed article on Page Eleven, the New York 
World-Telegram explains the forces generated 
by attempts to unionize editorial employes and 
what happens when political issues are injected 
into the problem of collective bargaining. 


A bird's-eye view of the territory now super- 
vised by the Securities and Exchange Commis- 
sion and the field it will eventually “police” 
will be found on “The Finance Week,” Page 
Sixteen. 


The long arm of government stretches to Wis- 
consin to check alleged monopolies in the oil in- 
dustry; in Washington organized labor faces a 
“show-down;” in Germany, strained relation- 
ships crop up over currency difficulties; in 
Spain, fears and tensions strike a dangerous 
note. These and other developments of the week 
which affect the American business man are un- 
folded in the “Trend of American Business” on 
Page Fourteen. 


How two experiments in banking, the Federal 
Deposit Insurance Corporation and the sched- 
uled boost in reserve requirements are working 
out will be found in an article on Page Seven- 
teen. 


“1936 Progressivism” on Page Eighteen, is the 
first of a series of articles by David Lawrence, 
which lays the groundwork for an approach to 
national problems through a blend of federal 
centralization and states’ rights. 
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Nation's Leadership as Cotton Producer 
Threatened as Foreign Competition Gains 


UR South continues to try to hold down ¢ 
QO its output of cotton. World competi- 


tors keep on increasing their output. 

Money still from the United States 
Treasury to encourage lower production in the 
hope of holding prices high. High prices are 
attracting more and more activity among cot- 
ton producers abroad. 

The result: 

Loss of ground in world leadership for Amer- 
ican cotton. Appearance of new and rapidly 
expanding competitors. Creation of new prob- 
lems owing to lessened demand for tenants and 
workers in cotton fields of this country. 


flows 


Just what is happening? 

Essentially, cotton farmers in the United 
States want to eat their cake and have it too. 

They the machinery of Government to 
help them keep prices at a level profitable not 
only to themselves but to other producers of 
the world, and yet expect to retain markets 
that others can fill. 


SMALLER CROPS; BETTER PRICES 

To try out this policy, cotton farmers re- 
ceived $110,000,000 public money to plow up 
10,000,000 acres of cotton in 1935. They re- 
ceived an equal amount to hold down the cotton 
acreage in 1934 and another similar sum to hold 
down acreage in 1935. Almost as much will 
be paid in 1936 to induce growers to shift from 
cotton to grass crops. ‘ 

Nearly one-half billion4jollars will have been 
paid out to cut the size ui”*the American cotton 
crop. 

With what result? 

Prices have risen fronl five cents a pound to 
twelve cents. Income of growers approaches 
prosperity proportions. Consumption of cotton 
inside the United States is high. 

But things are happening abroad. And nor- 
mally 60 per cent of the American crop moves 
into foreign markets. 

Foreign buyers, after cutting their purchases 
nearly 40 per cent in the 1934-35 crop year, to 
4,519,000 bales, bought more in the year ended 
August 1, when their purchases totaled about 


use 


5,900,000 bales. 
in recent months. 

Foreign growers, after watching the Ameri- 
can experiment, started to step up production 


rapidly. 
While the United States was cutting produc- 
tion 26 per cent under the ten-year average, 


India increased her production 6 per cent, Egypt 
increased her production 18 per cent and Brazil 
provided a sensation by increasing her produc- 
tion 216 per cent. 

In the ten years, ended in 1932, Brazil grew 
an average of 552,000 bales of cotton each year. 

In the 1935-3 just ending, she is 
growing an estimated 1,743,000 bales. 


SCASON, 


This rapid increase in production is attract- 
ing the attention of buyers of cotton the world 
over. They see in South America a new source 
of cotton available on an open market basis, 
free from government controls. 


BRAZIL LEADS THE WAY 


srazil is leading the way; Argentina follow- 
ing along, both with vast areas of cheap land 
available for cotton growing, both with satis- 
factory climates. 

But both need capital and labor for rapid 
development of their cotton growing resources. 

Latest reports are that both capital and labor 
are being found. 

American machinery, American experts, 
American business methods are being put to 
work in Brazi! at this time. New gins, new 
compressors are appearing. 

If a profit is returned on this enterprise, more 
machinery, more experts and a wider applica- 
tion of American methods can be expected. 

Other signs of change are appearing. 

The Japanese, largest buyers of American 
cotton, are sending a mission to Brazil to find 
what use they can make of Brazilian resources. 
They are interested in supplying labor, as well 
as in buying cotton. 

The Germans, large buyers of American cot- 
ton in recent months, are looking again to South 
America. 

Both Japan and Germany are smarting under 


Buying has slackened again 
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actions on the part of the United States raising 
tariffs against their products. Both would like 
to retaliate. 

And what of the American grower? He is 
seeing cotton move rapidly into consumption. 
The last of Farm Board holdings were liqui- 
dated a few days ago. Prices are holding rela- 
tively high. Production for 19°6 is expected to 
be little above norma! demand for the year. 

Yet worries persiat. 


FUTURE DEMAND THE KEY 

Newer countries, with rich soil, low land 
costs, cheap labor, find prices that are needed 
to assure a profit to many American producers, 
are highly profitable to them 

Newer cotton regions in the United States, 
with cheaper land, rich soil and lower produc- 
tion costs, a result of larger scale operation, 
find that prices returning a profit to higher cost 
regions are very profitable to them. 

In both instances the urge is irresistible to 
step up production, unless restrained by Gov- 
ernment bounties, as in the United States. 

Is there a way out? 

The answer given by official studies is this: 
If recovery comes to the world, demand for 
cotton goods may increase sufficiently and world 
prices may rise sufficiently to utilize the pro- 
duction of all countries. 

If recovery is not broad enough to open mar- 
kets for all of the cotton that the world can 
produce, then the growers of this country can 
expect to face an increasing degree of compe- 
tition from newer countries with low produc- 
tion costs, 

Experience has shown that American cotton 
producers can hold their own in a competition 
of that kind. 

Either that—or as AAA officials see it—new 
controls will need to be found to curtail the 
output from southern farms and to adjust the 
cotton crop nearer to the needs of the home 
market. This method has had its trial during 
the past four seasons with results that are re- 
flected in production reports of competing 
countries, 
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A LOOK AHEAD—FUTURE TRENDS 


State Department is giving up hope of 


any early important new trade gains from re- 
ciprocal trade agreements and probably will be 


unable to make additional agreements of im- 
portance. 


HREAT of continued trouble abroad is 
likely to influence all policy shaping by 
this government in the months ahead. 


Treasury sees prospect of negotiations for 
currency stabilization flicker out because of dis- 
turbed conditions abroad and probably will not 
seek early stabilization. 


European situation insures retention of huge 
gold stocks in this country for some time to 
come. Civil war in Spain will not affect interna- 
tional flow of capital to any marked degree as a 
major part of available investment funds had 
already flowed into this country. 


With prospect of improvement in foreign 
trade being retarded Federal government probe 
ably will concentrate on further “pump prime 
ing” to accelerate recovery, 


FUNDS TO FARM REGIONS 


The flow of money is starting to the drought 
regions. Most of it is going out through WPA, 
Another big slice of Federal funds will start 
out through the AAA if officials succeed in 


plans to speed up payments of soil conservation 
bounties. 


Rules will be changed so that farmers will 
get checks if they can show that they have made 
a stab at following the rules laid down. Means 
that most farmers in drought regions will be 
assured of cash and that their buying power will 
be unimpaired. 


Increasing pressure from members of Con- 
gress and affected districts will be placed on 
the President during the next few weeks to re- 
lax strict regulations as to time limits and em- 
ployment of relief labor on public works. As 
program now stands it will be impossible te 


(Continued on Page 3, Column 1.] 


| 
vi 
Rie 
if | 
| 
A 
| 


The United States News 


August 10, 1936 


tinderwood & Underwood 
west FOR “FLIVVER” PLANE 


©“ Officials of the Bureau of Air Commerce inspect « 

~ new model light airplane powered by an automobile 

\ engine in use on one of America’s lower priced cars. 

Photo shows L. J. Hurst (standing), chief test pilot 

for the builders of the plane, explaining it to Eugene 

* Vidal (left, seated on the wing), Director of the Bu- 
reau of Air Commerce. 


Sundering the Bonds 
Of Labor's Unity 


Taking a step that means divesting 
itself of nearly two-fifths of its mem- 
bers and inviting the establishment of 
a rival labor movement, the Ameri- 
can Federation of Labor's executive 
council votes, 13 to 1, to suspend 10 
unions associated with John L. 
Lewis's Committee for Industrial 
Organization. 


Suspension, effective Sept. 5, means that the 
unions affected will have no voice in the November 
convention of the Federation when a vote is taken 
on revoking the charters of the ten unions. 

The issue is diversely interpreted. 


William Green. president of the A. F. of L., de- 
clares it to be the right of the majority to rule, 
holding that Mr. Lewis's CIO is flouting the con- 
vention’s decision that craft union jurisdictions 
should be preserved in the organizing of mass pro- 
duction industries. 

Mr. Lewis replies that the issue is the right of 
workers in mass production industries to be or- 
ganized into industria] unions without hindrance of 
craft union leaders, who want the skilled workers 
reserved for their own organizations 

What of the future? 


Mr. Lewis asserts tiiat his group will continue 
undeterred from their objective of orga 
unorganized. He hopes to enroll 4,000, within 
the industrial unions, which will probably be joined 
together in a federation paralleling the A. F. of L. 

‘“A Farewell to Federation's Unity,” page 7.) 


Enlarging the Scope 
Of Drought Aid 


As the great drought continues into 
its third month, the Administration 
expands its prévious forms of extend- 
ing relief and adds a new one. 


The new one isthe direct purchase of cattle 
The normal accompaniment of a drought is dump- 
ing of cattle on the market because meadows have 
dried up and the cattle can no longer be fed. To 
prevent dumping at distress prices, the Adminis- 
tration first has aided in transporting them to dis- 
tricts in which feed is available and, second, 
through the Resettlement Administration, has pro- 
vided feed in emergencies. The third move is to 
support the market by direct purchases, the cattle 
bought being converted into beef for distribution 
to the needy. 

Apart from provision of work relief to farmers 
hardest hit by the drying up of their crops, the 
President's drought committee recommends: 

1.-Conservation of seed, by purchase or loan to 
farmers. 

2.—Distribution of grasshopper poison so that the 
Fall and Winter feed may be protected to the ut- 
most. 

3.—Remova! of pigs to areas where feed is avail- 
able, now that the corn crop is a failure over large 
districts. 

4—Enlargement of ald from the Resettlement 
Administration to include provision for Winter 
feeding of animals and to aid needy farmers in 
other than the strictly emergency areas. 

(“Ample Food Despite the Drought,” page 5.) 


The Bank Failures 
Of Yesterday and Today 


To a nation accustomed, over the 
period from 1920 to 1932, to see bank 
failures numbering annually from 
367 up to 2,294, the Federal Deposit 
Insurance Corporation reports such 
failures for the nine months ended 
June 30. Total number—36. 
A second contrast is provided in the total de- 
posits of the closed banks. Those in the earlier 
period amounted annually to from 93 to 1,690 mil- 


lion dollars. Total deposits in banks closed since 
last August—9 million dollars. 


A third contrast lies in the fact that the earlier 
losses by depositors were uninsured. Last year 
only two million dollars of the deposits in closed 
banks were uninsured, this portion being deposits 
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in excess of $5,000 for each account. The first 
$5.000 of each account was insured, and 99's per 
cent of all depositors had losses made good to the 
full. Deposit insurance began in 1933 

Such is the situation as reported by the FDIC, 
which has collected money at the annual rate of 
38 million dollars a year as a reserve to be used in 
making good losses through bank failures. Col- 
making good losses through bank failures 


Oil and Monopoly: 
‘Trust Busting in 1936 


Twenty-five years after the Supreme 
Court ordered the Standard Oil Com- 
pany to break up into competing units 
so as not to violate the anti-trust 
laws, 23 such units are now indicted 
for monopoly practices of a more 
subtle character. 


The indictment is brought by a grand jury at 
Madison. Wis.. on the basis of facts collected by 
the Federal Trade Commission and presented by 
the Department of Justice. 

Alleged method of collusion in price fixing is the 
formation of a pool for selling gasoline on the 
basis of average prices paid for oil as reported in 
two trade papers, the owners of which are also in- 
cluded among the parties indicted. These aver- 
age prices paid for oll are declared to be artificially 
set by purchases from independent dealers rather 
than by open competition among all sellers of oil. 

The magnitude of the business involved in this 
anti-trust suit sets it off from all similar prosecu- 
tions in recent years. The suit provides also an il- 
lustration of the “trust-busting” policy beihg pur- 
sued by the Administration since the Supreme 
Court, by autlawing the NRA, put an end to the 
possibility of the Government's trading protection 
of wages and hours for relaxation of the anti- 
trust laws. 


Eyes On Spain 
As Séed-bed of War 


Refusing to acknowledge appeals for 
recognition from Spanish rebel forces 
but insisting that property losses to 
Americans be made good by the 
Spanish government, the State De- 
partment, like other governments, 
maintains a formal correctness to- 
ward Spain, torn by a civil war that 
contains the seeds of a world war. 


Watched closely in Washington are signs that 
may point to a wider conflict. Among them are: 

Alleged use by Fascist rebels of airplanes coming 
from Italy and Germany and alleged use by Gov- 


ernment forces of planes and ammunition pur- 
chased from French and British firms 

Visit by a German naval commander with a 
rebel leader and use of a German cruiser  pro- 
tect. by its position, a rebel fortress which a Gov- 
ernment squadron had planned to bombard 

Raising of funds by Russian trade unions to aid 
the Spanish Government, which is believed intent 
on establishing a socialist commonwealth. Similai 
appeals are made by and to Tabor groups in other 
land, including the United States. 

A proposed agreement, sponsored by France, that 
other Governments bind themselves to neutrality 
Great Britain agrees, with the proviso that Italy 
adhere to the agreement, and Germany makes her 
acceptance conditional on Russian neutrality. Rus- 
sia accepts a neutrality pledge; Italy follows, but 
with reservations. 

(“What Spanish Revolt Means to America,” page 3.) 


Trade War With Germany 
In the Modern Style 


A trade war opens with Germany, 
fought with the newer weapons of 
trade restrictions instead of the older 
ones of price competition. 

The first move dates from June 4, when the 


United States raised import duties, effective Au- 
gust 1, against a long list of German products on 


—Wide World 

VIEWING THE MONEY MARKET 
Marriner S. Eccles, Chairman of the Board of Gov- 
ernors of the Federal Reserve System, after discus- 


sing the general credit situation with President 
Roosevelt tells newspaper men that “there is an 
abundance of funds available for investment in the 
long-term capital market.” Also seeing no reason 
why increased interest rates should result from the 


upping in reserve requirements ordered by the Board. 
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the ground that exports from Germany are subsi- 
dized by the government. 

Now Germany retaliates by a ruling, technical in 
appearance, which has the effect of choking off 
about half the trade between the two countries. 

The ruling forbids barter deals and the use of 
“discounted marks” in paying for American ex- 
ports to Germany. “Discounted marks” are a de- 
vice by which American traders may obtain pay- 
ment for goods sold to Germany, the export of 
other marks being severely restricted. Another 
means of obtaining payment for goods is by ac- 
cepting German goods not ordinarily sold here, 
one company, for instance, having accepted a ship- 
ment of mouth organs, another a shipment of glass 
eyes. 

Both these means of trading have now been 
abolished. 

Why Germany's difficulty in paying for imports? 

One answer is that her gold reserve has dwindled 
to dwarf-like proportions, being less than 30 mil- 
lion dollars in value. She can not pay with gold. 

Another answer is that domestic prices are high 
in relation to foreign prices so that exports are dif- 
ficult to make as a means of paying for imports. 


Regulating the Valve 
Of Bank Credit 


Those who rule over credit policies 
assure the country that the recent 
order which increases by 50 per cent 
the reserves banks must carry against 
deposits will bring no added diff- 
culty in borrowing money at low 
rates of interest. 


The order and explanation come from the Board 
of Governors of the Federal Reserve System. In a 
statement, the Board declares: 

Purpose of the order is to keep excess reserves 
from rising to an excessively high figure. By the 
time the order goes into effect, August 15, such ex- 
cess reserves, it is estimated, will reach a total of 
3,500 million dollars, due partly to the cashing of 
the bonus. Without the order, these reserves would 
make possible a growth of deposits, based largely on 
new private borrowing, to 42 billion dollars, which 
would mean doubling present bank credit. 


When the order goes into effect, it is expected by 
the Board to reduce excess reserves to about 2 bil- 
lion dollars and to cut down possible expansion of 
credit to a figure of 16 billion dollars. That is 
estimated to be substantially above any normally 
predictable demand. 

The technical banking term “excess reserves” is 
the index of possible expansion of “bank money,” 
that is, of deposits, which ordinarily rise with the 
amount of money borrowed by individuals. Other 
things being equal, these excess reserves rise when 
the domestic stock of gold increases and when the 
Government spends more than its revenue, borrow- 
ing the difference. They fail when banks lend in- 
creasing amounts to private individuals. 

(“Controlling Bank Credit,” page 17.) 
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HIGH GOVERNMENT officials 


¢ ments will be made before No- ¢ 


studies, relief workers are being 


* government agencies say they 


privately are thanking the Con- 
stitution for opening the way 
out of experiments that they now 
think would have proved embar- 
rassing during the election cam- 


paign. 


INNER DEBATE among Treas- 
ury policy makers is whether 
any new long-term money should 
be borrowed in September. when 
the next financing will be done. 
There is strong sentiment for 
“riding along” on the present 
huge cash balance so that the debt 
total will not reach a new high. 


* * 


THE PRESIDENT, insiders say, 
is making strenuous efforts to 
find funds for drought relief with- 
out disrupting the budget picture 
and putting an added strain on 
the Treasury. 


* * * 


AGRICULTURAL sections are 
applying pressure on Washington 
to speed up distribution of the 
new AAA soil conservation boun- 
ties. The efforts to expedite the 
program are partly caused by 
widespread rumors that no pay- 


vember so that if the present Ad- 
ministration is not returned to 
office it can refuse to send out the 
checks. 


* 
GERMAN OFFICIALS have 
told this country that Ger- 


many can buy from the United 
States only to the extent she can 
obtain dollars by selling goods 
here. Anti-dumping orders by the 
Treasury are forcing Germans to 
adjust their American trade. 


* * 


PLANS ARE BEING made to 
use relief funds for completion 
of some of the major studies left 
unfinished by the termination of 
the office of the Federal Coordi- 
nator of Transportation. 


* * 


ALTHOUGH NO OFFICIAL 
decision has been announced, an 
extension of the CCC camps in 
the drought areas, somewhat along 
the lines followed during the 1934 
drought, is being considered by 
drought relief officials. 


* * * 


DESPITE STRONG opposition 
from technicians directing the 


employed for some highly techni- 
cal research projects as the only 
alternative if the studies are to be 
undertaken. 


* * 


PLANS FOR the Justice De- 
partment to use “G-Men” in 
the investigation of industrial dis- 
putes and enforcement of the pro- 
visions of the law prohibiting the 
interstate transportation of strike- 
breakers, are being made in spite 
of the opposition of some officials 
who held that the “G-Men” should 
restrict their work to criminal 
cases. 


* * * 


HOUSING OFFICIALS say pri- 
vately that eventually the Gov- 
ernment program for insuring low- 
cost housing projects may result 
in high-rental properties. Limited 
dividend restrictions are neces- 
sary only to obtain the insurance 
and if a firm decides it can do 
without the insurance it can raise 
rentals to whatever figure it 
chooses. 


OFFICIALS employed on the 
committees investigating the prob- 
lem of eliminating overlapping 


expect their findings will warrant 
major consolidations but are pes- 
simistic over the prospect for Con- 
gress’ acceptance of such recom- 
mendations. 


LABOR DEPARTMENT offi- 
cials are planning to adopt a 
middle-of-the-road course in ad- 
ministering the Walsh-Healey 
Law. Labor union officials are 
urging an interpretation of the 
Act as broad as the law and court 
rulings will permit. 

** * 


FCC OFFICIALS are seeking 
some method of forbidding ob- 
jectionable foreign radio programs 
which ill enable them to elimi- 
nate ce§jtain Mexican programs 
from this country and still not 
leave the FCC open to charges of 


ONE ROUNDABOUT method to 
be employed in “getting around” 
the new civil service requirement 
for postmasters is to have the fa- 
vored person appointed “acting 
postmaster” and then certified 
without opposition under the non- 
competitive examinations. 


—Wide World 

CASE CLOSED—OFFICIALLY 
Demotion of two Secret Service officials for an unau- 
thorized investigation into tactics employed by the 
Federal Bureau of Investigation’s handling of the 
Dillinger case adds another mark of official approval 


to the work of the special agents headed by 
J. Edgar Hoover (above). 


Attempting to Snag 
Investment Trust Inquiry 


While waiting to learn whether the 
courts will prevent it from making a 
more sweeping inquiry into the busi- 
ness of investment trusts, the Securi- 
ties and Exchange Commission pro- 
ceeds to bring out minor details not 
covered by the suit. 


Court action is a request for an injunction to halt 
questioning of witnesses and subpoena of records 
regarding the Equity Corporation, whose prede- 
cessor companies are now being looked into. 

Argument on which the suit rests is that the SEC 
is required by Congress to “study” investment 
trusts, but that this does not mean “investigate” 
them with power to summon witnesses. 


The SEC replies that such an interpretation will 
nullify the will of Congress and that the plaintiff 
has no actionable interest, owning only $3.75 worth 
of stock in the Equity Corporation. 


The case, if appealed to the higher courts, would 
probably delay the investigation indefinitely. 

Meanwhile, the SEC shows the disastrous course 
of one trust of the fixed type, which lost 12 million 
dollars of its money invested in securities in 1929. 


Managers point out that the loss was due, first, 
to the unforseeable drop in security prices in Oc- 
tober, 1929, and, second, to the nature of a fixed 
trust, which makes sales of securities obligatory 
when the portfolio declines to a certain value. 

(“Finance Week,” page 16.) 


Gauging the Shift 
To Public Power Plants 


First reports are in showing how far 
the business of providing electric 
power is shifting from private hands 
to public bodies. They come from 
the Federal Power Commission, 
which presents a comparison between 
the situations in 1933 and in 1935. 


First point is that public plants have increased 
from 850 to 983. Their output rose by 22 per cent 
as against a total increase for the country of 16.6 
per cent. 

The second point is that public plants still gene- 
rate less than 6 per cent of the current produced. 
Their proportion of the total rose from 5.4 per cent 
in 1933 to 5.8 per cent in 1935. 

In a second report the Power Commission makes 
a statistical comment on an argument used by pri- 
vate utility interests, namely, that publicly owned 
plants pay little or no taxes and their rates are 
therefore not comparable with private rates. 

The comment: While private utilities in 1934 
paid taxes amounting to 14.1 per cent of total base 
revenues, publicly owned utilities in the same year 
made cash contributions to the governmental units 
owning them amounting to 15.9 per cent of reve- 
nues. In addition, the Commission estimates that 
publicly owned utilities contributed in free services 
an amount equal to 7 per cent of revenues. 


Other Important Events: 
Digest of the Week 


After 40 months of convalescence since March, 
1933, business and industry have made these gains, 
as reported by the Department of Commerce: Un- 
employment reduced by 35 per cent, or a diminu- 
tion of 5,200,000 persons unable to find jobs; farm 
cash income from marketing up by 84 per cent. 

There is to be no more inter-departmental espion- 
age as far as the Treasury is concerned. So states 
Secretary of the Treasury Morgenthau in apologiz- 
ing to Attorney General Cummings for the unau- 
thorized shadowing of “G-men” by Treasury em- 
ployes, chiefly in the matter of the slaying of the 
gangster Dillinger. Two employes involved are de- 
moted. Mr. Cummings “deeply appreciates the fine 
letter”; regards the affair as terminated. 

Relief labor only is to be employed on PWA proj- 
ects. The President gives the order. PWA Adminis- 
trator takes note, but states that the order means 
delay in his 300-million-dollar program beyond the 
month already lost through the requirement that 
aS many of the work force as possible be taken 
from relief rolls. 

Repayment of mortgage loans to the Home Owners 
Loan Corporation is proceeding apace. Of the mil- 
lion borrowers, officials report, nearly 7,000 have 
paid their loans in their entirety, although the 
loans are not due until the expiration of their 20- 
year terms. 
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Tomovrow 


A LOOK AHEAD 


[Continued From Page 1.) 


carry out any but relatively un- 
important PWA projects. 


Trend in relief care is toward 
greater assumption of responsi- 
bility by local communities, the 
system which broke down in the 
Autumn of 1932. Conditions are 
reported to be growing worse in- 
stead of better in many localities 
with even more inadequate stand- 
ards in prospect for next Winter. 


Continued failure to end un- 
employment will bring 43 State 
legislatures, which meet next 
Winter, face to face with prob- 
lem of providing a permanent re- 
lief program. Thus far the pro- 
gram has been on a temporary 
basis. The next Congress will 
be faced with the same issue. 


Modification of Social Security 
Act at next session, long forecast, 
probably will be along these 
lines: 


New methods for payment of 
old-age benefits, authority to 
private companies to operate 
their own pension plans, and 
amendment to do away with huge 
concentration in the Treasury of 
billions of dollars in the old-age 
reserve account. 


Anti-trust actions against Mid- 
West oil companies and threat- 
ened action against the steel in- 
dustry are mereiy gestures. Forty 
years of effort have failed to 
force free price competition on 
industry. A drive to enforce 
such competition now would 
hurt the Jittle business man most. 


Government economists in the 
main recognize that anti-trust 
laws cannot be enforced effec- 
tively and that regulated com- 
petition is here to stay. The big 
question is who will do the regu- 
lating—industry or the govern- 
ment. Voluntary fair trade prac- 
tice agreements through Federal 
Trade Commission offer industry 
a chance to get together under 
watchful eye of the government. 
Weakness of plan is Jack of teeth 
in enforcement. 


Organized American labor is 
getting set for a civil war of its 
own. Lewis, leading the unions 
suspended by the A. F. of L. 
council, is ready to build a new 
national labor organization. Fed- 
eration forces, led by Green, are 
ready to step in with effort to 
build new rival unions to replace 
those that may leave the organi- 
zation. 


Prospects for any big strikes 
in 1936 are fading. The remainder 
of this year is to be a period of 
maneuvering, of playing for elec- 
tion stakes. Next year will bring 
a test of the Lewis theory that 
American labor is ready to or- 
ganize on a mass basis and battle 
for a bigger share of the stake in 
industrial earnings. 


Outcome of the national elec- 
tion will determine the strategy 
of the Lewis group with Lewis 


| dangling to tempt 


]JIPLOMATS are working 


hard behind the scenes to 
maneuver Europe through a 
new crisis and avoid the out- 
break of general warfare. 
“More tense than in 1914”, is 
the appraisal privately made by 
those in closest touch with the 
situation. 
The tension is strong enough 
to extend to the United States. 


Spain —apparentiy out of 
—is engaged in civil war. 
That might normally be an in- 
ternal matter. 
spread across the borders of Spain 
into all of the capitals of Europe 
are engaged in that clash. 
are aroused, and valuable prizes are 
adventurers. 


The Secretary of State holds off a 
vacation to keep in touch with de- 
velopments. Both sides in the civil 
war are warned to protect American 
property. Neutrality policies are 
studied again, with diplomats divid- 
ed on the course to follow in the 
event of spreading trouble. 


Nobody expected America to be 
drawn directly into rivalries that ap- 
peared imminent. But in Washing- 
ton the diplomats were on their toes, 
studying signs of events that could 
lead to a general war that would 
deeply concern the United Statcs. 

They were finding plenty to oc- 
cupy their attention. 


NATIONS TAKING SIDES 


Fascist Italy is accused of sending 
planes and munitions to the Fascist 
forces fighting in Spain to over- 
throw the established government. 
Fascist Germany sends warships to 
the coast of Morocco, which is held 
by Spanish fascists, and warnings 
to the radical government in Ma- 
drid, which is accused of putting to 
death four German fascists 

Communist Russia is sending 
financial assistance to the radical 
government of Spain. The radical 
government of France is allowing 
French citizens to enter Spain to 
fight on the side of its radicals. 
Gold from the coffers of the Span- 
ish government is flowing to France 
to pay for supplies and for what, 


on the . and 
support of Federal officials to 
further his drive. 


Chances are about 10 to ]! 


against reconciliation between the 


A. F. of L. leaders and Lewis’ 
CIO. Means that charters are 
likely to be taken away from ten 
unions at the Federal convention 
next November. 


The advantage in the conflict 
lies on the side of the industrial 
unionists because more workers 
are eligible for membership and 
oecause their organization par- 
allels that of employers, making 
it easier to bargain. The Federal 
Labor Relations Board will be 
drawn into the controversy. If 
it chooses plants as the bargain- 
ing units, rather than crafts, it 
will aid the industrial unions. 


Security and Exchange Com- 
mission is likely to be more 
lenient in segregating broker and 
dealer functions on the stock ex- 
changes than its report to Con- 
gress indicated it would be. Mem- 
bers of the commission have been 
impressed by some of the com- 
plaints emanating from brokerage 
circles which read into the report 


a general indictment of all per- 


sons engaged in the securities 
business. 


the 
main current of continental affairs 


But deep forces that 


Passions 
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The United States News 


‘Nations Work to Avert Spread of Clash Into Another World 


Conflict—All Europe Strengthens Armaments 


the Spanish fascists say, 
tions of war. 

The democratic government of 
Great Britain warns the govern- 
ment of Spain to be more careful 
in its artillery fire in the direction 
of Gibraltar. The democratic gov- 
ernment of the United States ad- 
vises the Spanish government that 


are muni- 


will be an eXtreme radicalism. even 


communism, that would bode trou- 
ble for the upper classes 

It is that iation which gives 
the Spanish trouble that the State 
Department recards as a highly ex- 
plosive charact: Both the fascist 
groups and the radical groups of 


the world se: 


Spain as the battle 


DEATH IN THE AFTERNOON—WITH THE WORLD A 


Pictured are two scenes from the war-torn country. 


involved in developments abroad. 


They have warned both sides in 


Spain that American property rights 
must be protected. 


They have been busy studying 
policies that might be applied in the 


event of more widespread trouble. 


They have tried to get as many 


Americans as possible out of the 


MILICIES 
OFICINs 


—Wide World 
SPECTATOR 
W\ PAIN, drenched in one of the bloodiest civil wars in its history, is forcing the most skillful inter- 


national diplomatic strategy into play in an effort to head off a possible world-wide conflagration. 


Left photo shows rebel soldiers on the march to 


the mountains north of Madrid. Right photo shows civilians, at a vaudeville theater converted into 
an armory, waiting to be supplied with guns and ammunition for the defense of the government. 


it will be held to strict account for 


American property confiscated or 
damaged 

Basically, according to the view 
of American diplomats, Fascism 
and Radicalism are at grips, with 
Spaniards doing the fighting, but 
with the nations of Europe squared 
off behind the scenes. 
FASCISTS VS. RADICALS 

The fascist government of Ger- 


many and the fascist government of 
Italy, with their dictatorships of the 
upper classes, are described as un- 
willing to have a dictatorship of the 
proletariat next door in Spain. 

And the radical government of 
France, already faced with fascist 
dictatorships in Germany and Italy, 
is pictured as determined not to al- 
low a third fascist dictatorship to 
complete the encirclement on three 
sides. 

It is that tense situation which 
causes diplomats to lie awake nichts 
wondering if some overt act will oc- 
cur to precipitate the spread of 
trouble. 


CAUSE OF THE OUTBREAK 


What is it that lies back of the 
present civil war in Spain? 

The answer, given by State De- 
partment and Commerce officials 
who have followed the situation 
closely, is economic pressure. 


Lower classes burst the bonds of 
the monarchy and dictatorship in 
April, 1931, when they threw out 
King Alfonso and Dictator Primo 
Rivera. 

Out of that revolution came es- 
tablishment of a republic pledged 
to give the people land and jobs and 
improved conditions Moderates 
were in control and failed to press 
as far as the revolutionary leaders 
had promised. A reaction set in and 
by 1934 the old forces were back in 
power. 

Their rule was relatively brief. 
Early in the present year they per- 
mitted elections to be held, confident 
of their own strength. But left 
wing groups, including Republicans, 
Socialists, Syndicalists, Communists 
and Anarchists, united and won at 
the polls. 


After that victory pressure from 
the masses for a break up of big 
estates, for confiscation of church 
property and for other radical 
changes, became increasingly strong. 
The government was being forced to 
act, when the conservatives, backed 
by the leadership of the army, and 
aware of what they stood to lose, 
struck out with a revolutionary coup. 

But part of their plans miscarried. 
The government was able to mobil- 
ize its strength. The navy and part 
of the air force remained loyal. 
Some sections of the army revolted 
against its leaders and the way was 
laid for a bitter civil war. 


THINGS TO COME 


Now what? Diplomats of the 
world wish that they knew the an- 
swer. 

They are agreed that extremist 
policies will be applied whichever 
side is victorious in the struggle now 
under way. 

If the rebels win, the result will be 
fascism with what officials here be- 
lieve would be a ruthless policy to- 


| ward all leaders of the opposition, 


outbreak 


If the government wins. the result 
ground for dominance of the ideas 


that now are clashing in every 
country of Europe 
A communist regime in Spain 


would be expected to make the fas- 
cists nervous and uncertain about 
their position A fascist regime 
would add to the worries of the few 
democracies that would remain. 


FIRE IN A POWDER HOUSE 


Whether or not the Spanish civil 
war leads to a general European 
y depend on how far 
the opposing groups of European 
countries are prepared to go to de- 
fend their viewpoints. 

That decision also depends on 
other matters, such as: 

1. The degree of eagerness of 
Germany to get possession of Span- 
ish colonies in the event of a left- 
wing victory in Spain. 

2. The degree of fear on the part 
of rulers concerning their own fate 
if a military venture should let loose 
internal forces that could not be 
controlled. 

3. The degree of preparation for 
war in Germany, Italy and France 
None of those countries is ready as 
yet for a test of power, according 
to the view of American military 
experts. 

4. The amount of provocation that 
individual countries will withstand 
before acting. 

Each country of Europe to a 
greater or lesser degree faces the 
Same sort of internal conflict that 
is rending Spain. In Germany and 
Italy the socialists and communists 
are driven underground, but still are 
there. In France the fascists are 
driven under cover. 


INDUSTRY ON A WAR BASIS 


In England principal attention a‘ 
the moment is given to feverish re- 
armament to enable that country to 
catch up in war preparation with 
the other nations. When rearmed 
the British believe that they will be 
able to speak with more authority 
on the Continent and will be able 
to use their strength to maintain 
an even balance of power. 

The result of all of this activity 
and anxiety? 

As observed by watchful officials 
in this country, the principa! effect, 
outside of Spain, is to create an ap- 


pearance of rapid industria! recov- 
ery. 

All countries are pouring their re- 
sources into arms. Military forces 
are being increased. Germany is re- 


ported to have her whole industrial 
machine geared to war preparation. 
England is starting to put her in- 
dustry on a war basis, taking over 
abandoned factories to make gas 
masks for all of her citizens. Italy 
is on a war basis. France is having 
to speed up her preparations. 


_ EFFECT ON UNITED STATES 


Where does the United States en- 
ter this new picture” 

At the moment, high State De- 
partment officials are engaged in 
talking down the dangers to peace 
trouble zone, and have let those 
who remain know that they are do- 
ing so at their own risk. 

But other developments are be- 
ginning to get attention. 

European demand for American 


copper, for American machinery, for 
American airplane motors and for 
other American products is running 
at a high level. Much of this de- 
mand involves war preparation. 

The question rises: 

“If war breaks out in Europe 
Should the United States allow trade 
in war materials to continue or 
should the President embargo trade 
not only in*goods that can be classi- 


fied strictly as munitions of war 
but other materials as wel)?” 


NEUTRALITY AND TRADE 


Interest is reviving in the neu- 
trality policy of this Government. 
That policy was continued by the 
last session of Congress without be- 
ing strengthened or broadened. 

Then there is the other question: 

“Should anything be done to dis- 
courage Americans from showing 
their sympathies in the present 
Spanish civil war?” 

Some trade union groups are in- 
terested in sending funds to the 
government forces in Spain to bul- 
wark their cause. If they should 
act, sympathizers with the other 
side might be expected to act sim- 
llarly. The ground work would be 
laid for sharp divisions in this coun- 
try, according to officials watching 
that situation. 

As for the American position in 
the world armament race, the ap- 
propriations of tne last two sessions 
of Congress are revealing. 

Both the army and the navy have 
received their largest peace time 
appropriations. The personne! ol 
both branches of the service is be- 
ing increased. Training of officers 
is being speeded up. 

The army is undergoing 
mechanization. 

The navy is in the midst of a large 
construction program. 

Between the two, the cost is a bil- 
lion dollars for one year, which ac- 
counts for an important slice of the 
national budget even in years when 
spending runs from seven to eight 
billion dollars. 


rapid 


| SPOTLIGHT OFF THE PACIFIC 


The United States navy is concen- 
trated in the Pacific with the eyes 
of this country’s naval strategists 
turned to the Orient and not to Eu- 
rope. 

Navy officials have recently an- 
nounced that two new dreadnaughts 
would be built at a cost of about 


, $50,000,000 each—the first to be laid 
, down since the naval conference of 


1921. Their announcement followed 


+ THE REVOLT IN SPAIN: WHAT IT MEANS TO AMERICA + 


that of the British navy telling of 
plans of that country to construct 
two new men-of-war. 

Hardly had the American an- 
nouncement been made before the 
Japanese let it be known that they 
were getting ready to build four 
dreadnaughts to offset the ships 
constructed by the British and the 
Americans. 

Until the trouble in Spain devel- 
oped to shift the center of attention, 
this countrty’s diplomats had been 
chiefly interested in the situation 
in the Pacific where the moves made 
by Japan had been watched closely. 


“You'll never know” 


“When you are old enough to shave, you'll 
start with a Schick Shaver. You'll never 
cut and scrape your face with a blade 
razor, never know the messiness of lather, 
never realize that shaving used to be one 
of the biggest nuisances in a man's life.” 

The Schick Shaver shaves quickly and 
closely. It is good for the toughest beards 
and the tenderest skins. And it is the 
cheapest way to shave. Ask any Schick 
dealer to show you the Shaver. If no dealer 
is near you, write to Dept. P (Price $15). 


SCHICK DRY SHAVER, INC., STAM- 
FORD, CONN. Western Distributor: 
Edises, Inc., San Francieco. In Canada, 
Henry Birks & Sons, Lid., and other 
leading stores. (Canadian price, $16.50.) 


tates on 


and DC 


KLAWE 


T IS certainly no news that 
America has been passing 
through a depression. 


The railroads, like every other 
business in the land, have had 
their problems, and plenty of 
them. 


And like every other entez- 
prising American business, 
the railroads have faced those 
problems with honesty and 
patience, with resourceful- 
ness, most ofall with determina- 


tion to go abead. 


A vast range and variety of 
betterments in railroad prac- 
tice and equipment is the re- 
sult—such betterments as air- 
conditioning, for example, 
which makes a railroad pas- 
senger car today the clean- 


est, quietest, most comfortable way to travel. 


Conspicuous also is the notable step-up in pas- 
senger schedules, to a point where many limited 
trains now average mile-a-minute speed. And 
freight transport also has been speeded up— 


an average of 43%. 


But the real story of railroad enterprise is 


all the reecarch activities 
oads were concentrated 
f 


stant checks 
pointing the wey 
comfort. 


“SAF 


FRST- 
leo 


scarcely told by these figures, for it is a story 
of speed with safety unmatched by any other 
transportation in the world! 


In its details it is, perhaps, an undramatic story 
— of light rails replaced by heavier ones — of 


roadbeds improved — of brakes and couplings 


The big fact, however, stands clear: 
American railroads today are ready as 
America goes ahead—ready to provide that 
indispensable reliability combined with 
adequate means and men to move tre- 
mendous tonnage, which a recovering 
nation demands. 


bettered—of locomotives increased in power 
— of courageous investment matched by con- 
stant thrift in order that service might be 
maintained and even improved in the face of 
reduced revenues. 


the 


Transportation Building, Washington, D.C. 
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Plans For Tour 
Of Great Plains 


“POOSEVELT to invite Landon to 
drought parley.” 

News tickers last Friday afternoon 
carried that “flash” to newspaper of- 
fices over the nation. In seven 
words it combined the biggest two 
topics of news last week and, in all 
likelihood, for weeks to come, namely, 
drought and politics. 


A few minutes before, the President, speaking 
casually to the group which had gathered in the 
high-ceilinged library at Hyde Park House for the 
second press conference of the week, had remarked 
that Governor Alfred M. Landon, in his capacity <5 
Chief Executive of Kansas, would be asked to attend 
a conference on drought problems to be held in 
Iowa within a month. 


GOV. LANDON’S REPLY 


Governor Landon’s reply to the President's an- 
nouncement came in answer to a question asked at 
his regular afternoon press conference later Friday. 

“If there is any meeting anywhere at any time of 
benefit to Kansas I will attend as Governor,” said 
Mr. Landon. 

“Kansas has cooperated in every instance with 
the Federal Government and all of its agencies 
dealing with any emergency or relief measures.” 

He added that whatever ne might be doing in 
September would make no difference because “my 
work as Governor comes first.” 


All week the President had conferred on various 
aspects of the drought problem. Dispatches from 
Hyde Park in the early part of the week first car- 
ried the information that he probably would make 
his visit to drought regions this week, postponing 
until later the trip through eastern areas which 
suffered severe flood damage this Spring. 

But in his announcement Friday the President 
said he will begin the tour about August 26 and 
end it September 10 


DROUGHT RELIEF PLANS 


A three-point program was vutlined for discussion 
with the governors and other State executives: (1) 
Immediate relief problems; (2) projection of State 
and Federal aid program into Winter and Spring; 
(3) long-range plans to combat drought. 

When asked about speeches, the President re- 
plied the trip would be non-political but that he 
believes the country should have a word picture 
painted as to what the drougat means 

Governors of Iowa, Nebraska and Oklahoma, he 
said, also would be invited to attend the lowa con- 
ference 


Itinerary of the journey through the drought 
sections, the President revealed, is for a visit first 
to the Dakotas to talk with the governors of those 
States, then a visit to Montana and Wyoming 
where similar conferences are to be held. After two 
or three days in personal inspection of the areas, 
he plans to go to Minnesota and Wisconsin for con- 
ferences with Governors Floyd B. Olson and Philip 
La Follette and the Senators of those States. 


After the Iowa conference, said the President, on 
the way East, he will confer on drought problems 


— 


The Week 


A CONFERENCE WITH GOV. LANDON—SOLVING 
DROUGHT PROBLEMS—THE PWA AND RELIEF 


—_ 


with the executives of Illinois, 
Michigan and Kentucky. 

On the last lap of the return trip, he announced, 
he may stop at the Tennessee Valley Authority de- 
velopment in Tennessee and in the Big Smokies Na- 
tional Park. 


IN BOYHOOD SURROUNDINGS 


Headquarters during the next few weeks, how- 
ever, probably will be Hyde Park House, the ram- 
bling “wide-verandahed” Roosevelt mansion over- 
looking wooded slopes of the Hudson. 

There, amid surroundings of his boyhood and 
occupying the same small office he first used as a 
schoolboy, the President will make his plans for 
the re-election campaign, for the drought relief 
program, and for handling other problems of na- 
tional concern. 

Not that he is planning a “front-porch” campaign; 
on the contrary he contemplates making the same 
extensive tours across the nation which character- 
ized his 1932 candidacy. His sallies into the polit- 
ical wars, under present plans, will be interspersed 
with sojourns at Hyde Park. 


HYDE PARK STAY EXPLAINED 


There are two major reasons, alds of the Presi- 
dent explain, for his use of Hyde Park House 
rather than the White House as the base of opera- 
tions. 

First in importance is the fact that electric wir- 
ing in the White House is being renewed at a cost 
of $78,000: complete new electrical equipment will 
be installed, old electrical and structural] work in- 
stalled in 1902 will be removed, a manual fire alarm 
system will be placed in the mansion and the mo- 
tion picture booth which is frequently used for 
White House entertainments will be fireproofed. 

A second consideration in the President's decision 
to stay at Hyde Park is his preference for that resi- 
dence because it was his boyhood home and because 
it permits certain privileges. He can escape seeing 
some of the routine callers who must be received 
in Washington and in the afternoons there is oppor- 
tunity to drive his own car over near-by country 
roads and to swim in the pool on his farm at Val 
Kill, a few miles away. 

And so the mansion bought in 1867.by the Presi- 
dent's father, James Roosevelt, is a “Summer White 
House” just as Sagamore Hill, the family home of 
the earlier Roosevelt, T. R.. was a “Summer White 
House” during his presidency. 

Only a few Presidents have been so fortunate as 
to have family estates which they could use for 
Summer residences. Presidents Coolidge and Wil- 
son rented Summer homes. Mr. Hoover and Mr. 
Harding were unable to make use of their own 
estates during their occupancy of the White House. 


Indiana, Ohio, 


-Wide World 


THE SUMMER “WHITE HOUSE” AT HYDE PARK 


{ERE in the spacious home of his mother, Mrs. James D. Roosevelt, the President carries on 


the duties of his office. 


Here, ever since his return from his vacation jaunt, he has had confer- 
ences with campaign counselors and Government officials. 


It is expected that in view of the 


construction work now going on at the White House in Washington, the President will remain at 
Hyde Park until he is ready to begin his inspection tour of the Western drought lands. 


The President arrived at Hyde Park at 10:41 
p. m., August 1, after a day spent in studying flood 
control and relief problems in Vermont, New Hamp- 
shire and Massachusetts. 


At Wrightsville, Vermont, he called reporters to 
his car and pointing to the Winooski dam below, 
said: 

“There is an excellent illustration of cooperation 
in boondoggling between the State and Federal 
governments.” 

The President remarked that dams at Barre and 
Wrightsville had saved more than their cost in one 
season. He added that the Federal Government 
was dissatisfied with the number of persons from 
relief rolls—51 per cent in Vermont and 35 per cent 
in New Hampshire—who were employed on PWA 
projects. In the future such projects, he said, 
would be required to furnish more substantial em- 
ployment to persons on relief. 

Sunday morning the President and Mrs. Roose- 


velt attended services at St. James Episcopal 
church and in the afternoon, in his capacity as a 
senior warden of the church, he attended a meet- 
ing of the vestry at his home. He also entertained 
neighbors at lunch and at tea. 


THE BOARD OF STRATEGY 


Next day he conferred with his political strategy 
board and with Secretary of Agriculture Henry A. 
Wallace and Chester C. Davis, agricultural member 
of the Federal Reserve Board. Ineluded in the 
group of conferees were James A. Farley, chairman 
of the Democratic National Committee; W. Forbes 
Morgan, treasurer of the Democratic National Com- 
mittee: Frank Walker, chairman of the commit- 
tee’s finance division; Stephen T. Early, assistant 
secretary to the President; Charles Michelson, di- 
rector of publicity for the national committee; Miss 
Mary Dewson, chairman of the woman's division; 
L. W. Robert, Jr., secretary of the committee, and 


Stanley High. head of the Good Neighbor League. 

By Tuesday the routine at Hyde Park had settled 
down to the usual Summer tempo of conferences 
and business in the morning and early afternoon 
with the later hours of the day left free for recrva- 
tion. 


NON-POLITICAL TRIP 


The President held the morning press conference 
in the library of the mansion. 

Discussion of drought relief problems revealed 
that relief expenditures had been greater in some 
Sta‘es than had first been expected but that this 
was offset somewhat by less than estimated ex- 
penditures in other States. No plans for a perma- 
nent program for the drought area will be out- 
lined, said the President, until after the Great 
Plains Drought Committee makes its report later 
this month 

The President again reiterated his statement that 
there would be no politics in connection with the 
proposed inspection trip to the arid sections. 

Setting aside usual press conference procedure, 
the President permitted himself to be directly 
quoted to this effect 

“It is a great disservice to the proper administra- 
tion of any government to link up human misery 
with partisan politics.” 


SEES BRIGHT BUSINESS SKIES 


Callers during the day included Secretary of the 
Treasury Morgenthau and Daniel Bell, acting bud- 
get director, who came to discuss the usual monthly 
‘Teport on finance; and Aubrey Williams, Deputy 
WPA Administrator; Corrington Gill, Assistant 
WPA Administrator, and Rexford G. Tugwell, Re- 
settlement Administrator, who brought further in- 
formation concerning the drought relief situation. 

Marriner Eccles, chairman of the Federal Reserve 
Board; Senator William H. Dieterich (Dem.) of IIL, 
and Charies Taussig, Jr.. chairman of the advisory 
board of the Natioal Youth Administration, were 
the principal official callers Wednesday. 

Mr. Eccles, although usually taciturn, elaborated 
in some detail the topics of his discussion with the 
President when he emerged from the small library 
where the conference was held. (See page 17.) 

“I discussed the general credit situation with Mr. 
Roosevelt,” he said. “That situation is good. In- 
creases in bank loans and investments always are 
a favorable trend in recovery.” 

In regard to the 50 per cent increase in reserves 
ordered to go into effect August 15 for banks in the 
Federal Reserve system, Mr. Eccles said there is no 
reason why this change should increase interest 
rates and he added that it should have no un- 
favorable effect on long or short term credits. 

Senator Dieterich said he told the President that 
Democratic prospects are favorable this year in Il- 
linois. Additional news as to the political situation 
in that State was brought the next day by Senator 
Lewis, who, with Representative Drewry of Virginia, 
was a luncheon guest. 

Mayor F. H. LaGuardia, another caller during the 
day, asked the President in behalf of the United 
States Conference of Mayors to provide an addi- 
tional 500,000 WPA jobs. 

Plans for the survey of the flood areas of the East 
still were indefinite at the close of the week. But 
no matter how the schedule of inspection trips is 
outlined it was evident that only a few days would 
be spent in Washington during the rest of the 
month. 

GLENN NIXON. 


(H. R. Baukhage, whose writings appear regu- 


larly on this page, is absent from his post on ace 
count of illness.) 


What Minimum Wage Laws 


Mean to Women in Industry 


By FRANCES PERKINS 
Secretary of Labor 

/HILE the New York minimum-wage law for wo- 
men and minors was declared unconstitutional 
on June 1, 1936, State labor commissioners and 
minimum-wage administrators, in Washington, in- 
dicated that efforts to wipe out sweatshop condi- 

tions through fair wages are to be continued. 

The benefits from these fair minimum wage laws 
to individual working women have been very great. 
Equally valuable have been the social gains of in- 
creased health, security, purchasing power in the 
hands of the poorest-paid workers, and of stability 
in highly competitive industries. 

The State officials convened in Washington were 
keenly aware that the responsibility for preserving 
these benefits for the citizens of their States rested 
upon them. It was felt that if there is a way of 
reconciling minimum-wage legislation with the Fed- 
eral Constitution, these States would find the way. 

There is already a ray of hope for the future. On 
June 23 the State of New York petitioned the 
United States Supreme Court for a rehear- 
ing on its minimum-wage case. If this peti- 
tion is granted, the State will ask the Court to re- 
verse the Adkins decision of 1923 which invalidated 
the District of Columbia minimum-wage law passed 
by the Congress of the United States. This case 
served as a precedent on which the unfavorable 
New York decision was based. 


Seventeen States have minimum-wage laws. Five 
—California, North Dakota, Oregon, Washington, 
and Wisconsin—have actively enforced their mini- 
mum-wage laws during the 13 years following the 
Adkins decision of 1923. In 1925 Wisconsin 
amended its law to meet the Supreme Court’s ob- 
jection to the District of Columbia law. In the 
Same year Minnesota made its law applicable to 
minors only. 


The protection afforded industria] women in these 
five minimum-wage States for more than two dec- 
ades is inestimable. Since 1920 it has been illegal! in 
California to pay women workers less than $16 a 
week. Industry and business in that State have 
become adjusted to this wage. Employers and work- 
ers are now equally enthusiastic in their support 
of the law which stabilizes competitive costs for 
employers and which provides a living wage for 
workers. 

Although the wages set by the other four States 
are not so high a sthe $16 minimum of California, 
they establish a level below which wages of women 
may not fall and thus guarantee to these workers 
a wage at least sufficient to meet the cost of living 
necessary to health. 

rhe laws ot eight other States—Connecticut, Ili- 
nois, Massachusetts, New Hampshire, New Jersey, 
New York. Ohio, and Rhode Island—are of more 


TITLE REGISTERED PATENT OFTICE 


—Underwood & Underwood 


ALEXANDER V. DYE 


recent origin. They provide that the wages fixed 

shall represent the value of the service rendered. 
The minimum wage set in these States, therefore, 

necessarily varies from industry to industry. But 


ir. every case the minimum wage established has re- 
sulted in substantially increased earnings for most 
of the workers affected and has prevented their 
wages from reaching starvation levels. ... 


Minimum-wage orders have not only set a bottom 
to the wages of the lowest-paid workers, but have 
apparently lifted wages of large numbers of other 
workers above the minimum. Experience in the 
several States has shown that minimum wages do 
not tend to become the maximum. A large number 
of women in the industies subject to minimum-wage 
laws are receiving more than the minimum, and the 
larger proportion of them are receiving higher wages 
now than before wage orders were issued... . 

That some branch of government should have 
the power to guarantee to lowest-paid wage earners 
wages that will buy a minimum staridard required 
to maintain life and health is scarcely more than 
conditions of modern industrial life demand. A 
way will have to be found to guarantee this stand- 
ard of protection to workers.—‘(From an article in 
July Bulletin issued by Bureau of Labor Statistics.) 


| 


Government and Business: 
An Analysis of Its Relations 


By ALEXANDER VY. DYE 

Director, Bureau of Foreign and Domestic Com- 

merce, Department of Commerce 

T is believed that business could, with profit to it- 

self and to the economic welfare of the nation, 
establish the same relative position in the Federal 
Government as that now occupied by agriculture 
and labor, and along much the same lines. 

This could be done through the establishment of 
the same extensive research into the problems of 
business that are now carried on by the other two 
departments of government devoted to occupational 
classes of our population, and by devoting to the 
problems of business the proportionate share of time 
and Federal income which is warranted by the share 
of business interests in our national! life. 

In the field of foreign commerce, the service of 
the Department of Commerce has been strength- 
ened over the years until it has a recognized stand- 
ing as an invaluable adjunct to American busi- 
ness. ... 

In the domestic field some progress has been made 
in providing certain basic facts about our economy: 
such as the study of the national income, the lat- 
est and revised edition of which is now with the 
printer; the Survey of Current business, which pro- 
vides in compact fo-:m a compendium of all avail- 
able current business statistics: the Statistical Ab- 
Stract of the United States, which does a similar job 
on an annual basis: the Market Data Handbook. 
which has become valuable to national! distributors 
and the advertising profession: and other related 
services which are provided by the Economic Re- 
Search and the Marketing Research Divisions of 
the Bureau of Foreign and Domestic Commerce. 

Realizing the need for more comprehensive in- 
formation in the field of domestic indus‘rial eco- 
nomics, the Department of Commerce has been 
urged to establish a ‘division which will immediately 
embark upon a number of much needed basic stud- 
ies of our internal economy... . 

It is our thought, moreover, that we should es- 
tablish a system of current reporting of retail sales 
and inventoriés, of wholesale sales and inventories, 
and of manufacturers sales and inventories. This 


one service alone would provide a much needed pic- 
ture of what is taking place in American business 
from) month to month. If such indexes were avail- 
able for each of the leading industries of the coun- 


try and for each major market in the country, it 


—Wide World 
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would be possible to adjust production to consump- 
tion more closely than it is today... . 

Another field of investigation which we are pursu- 
ing is that of the broad subject of wealth, income, 
debt, and taxation. No adequate official statistics 
on the wealth of the United States have been com- 
piled for over a decade, and facts are needed in this 
field to supplement our study of the national in- 
come. We have just completed an analysis of the 
long-term debts of the United States, both public 
and private, which fills a void in this field, and 
we are planning to carry out a study of the income 
and disbursements of Government—local, State, and 
Federal 

These services are not being rendered at present 
by any other department of Goverriment, and 
there is a growing feeling that we need more ac- 
curate basic data along these lines which will give 
to the business world a better understanding of the 
way in which our complex modern civilization is 
functioning now, and the trends which it is likely to 
follow in the future. 

We do not wish to perform any service for busi- 
ness which business can do for itseif, but these prob- 
lems have been suggested by business as falling 
more properly in the sphere of Federal activity than 
in that of business organizations ~(From a recent 
address before the Institute of Publie Affairs. Char- 
lottesville, Va.) 


Guarding Millions Against 


Hazard of Unemployment 


By MERRILL G. MURRAY 
Associate Director, Bureau of Unemployment Com- 
pensation, Social Security Board 
JIFTEEN States have passed unemployment com- 
pensation laws up to the present. Properly ad- 
ministered, these laws will give protection against 
the hazard of unemployment to 7,500,000 American 
workers, or about 45 per cent of the total who will 
be covered when every State has an unemployment 
compensation law that conforms with the Social 
Security Act 

The 15 existing laws reflect the individual prob- 
lems of the States and the individual approach to 
their solution. An analysis of these enactments 
shows that some provide for a pooled fund out of 
which payment of benefits to unemployed workers 
is made; others, for individual employer-reserve ac- 
counts; some provide for contributions from em- 
ployers only; others provide for contributions from 
employers and employees; some give minimum 
benefits for workers, others do not 

While there are differences in the enactments, 
there are also likenesses. Generally speaking, quali- 
fied unemployed workers in the 15 States which 
have passed unemployment compensation laws will 
receive 50 pct. of full-time weekly wage with $15 a 
week as a maximum for 15 or 16 weeks a year. 

Legislation for protection against unemployment 
iS important as a first step, but legislation without 
proper administration is meaningless and sterile. It 
profits a worker nothing to know that his State has 
put a law upon the statute books to help him during 
periods of unemployment if that law is not admin- 
istered by persons aware of their obligations to in- 
terpret it in the spirit that it was formulated. Un- 
employment compensation laws are not designed to 
find jobs for persons seeking office in a new Gov- 
ernment agency: they are designed to help the 
worker in industry and commerce to bridge the gap 
between the loss of one job and the finding of an- 
other. Only through a merit system, with person- 
nel chosen for fitness for the jobs they hold, can this 
purpose be achieved. Under any other system of 
choice of personnel, the integrity of the law is de- 
stroyed at the very start... 

A law is as effective as its supporters make it. If 
leaders of industry, workers’ organizations, educa- 
tional groups, religious groups, social-service organ- 
ganizations, are interested in efficient administra- 
tion of a law they can use their influence to further 
such ends. Their first job is to inform themselves 
as to the best methods of administration; their 
second job is to inform those who will profit by 
efficient administration. Their third job, once the 
proper administration is set up, is to strengthen 
the hands of the administrators through group and 
community support..(From an address before the 
National Conference of Catholic Charities in Seat- 
tle, Wash., Aug. 4.) 
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+ FARM: AN AMPLE FOOD SUPPLY. IN SIGHT DESPITE DROUGHT + 


( )FFICIAT assurance now is 
had that there will be plenty 


Prices Tilt Upward as Dry Weather Reduces Crops—The Prospect 


that next year will see record-break- 
ing areas planted to grains. They 


more wheat than is consumed; pro- 
duces about 25 per cent more lard 


wheat than at any time except in 
one war year. The acreage of corn 


, . ’ point out that the 1936 wheat acre- than there is need for, and about 60 was large. But weather intervened. 
of food for everybody during For Grains and Meats—Next Year Ss AAA Program age was the second largest on rec- | per cent more cotton than goes into Next year, with a break in the 
the months ahead, in spite of — ord and the 1936 corn acreage only domestic consumption drought, weather might favor a 
the ravages of the drought. Cattle marketings continued un- even in normal years, principal demand the ceneral level of both slightly down from normal. With prices at a profitable level bumper yield on a huge acreage. 

Some things are going to cost usually large and hog receipts were | plans call for a return of much of | meat and uvestoce Prices in 1937 | LARGER CROP OF COTTON there we be pany a ng _ ty Be ange aaah ae p 

I be t 55 to 60 per cent larger than last | the area to grass for grazing. is expected to be higher than for next year or two for farmers to in e Government to rebulid StOCcKs 0 

more. it may necessary to | - The shortage appearing in grains harply the acreage of wheat | foodstuffs that now are depleted. But 
f | July although considerably under POOR CORN HARVEST FORECAST | several years 4 5 entend ¢ et crease snarply ‘ ag ‘ at now a p 

buy a rather large Saou © normal, even with the increase ) “Reduction in supplies next year a Cae 2 and corn and cotton During the after that may come a revival of the 


Canadian wheat and even more 
Argentine corn. Some vegeta- 
bles will be scarce. 

But, all in all, needs will be 
filled. 


Such is the view of Henry A. 
Wallace. Secretary of Agriculture. 
who is in a position to obtain the 
best first hand information 

He sees no reason for an increase 


modity. 


Meat should not be higher priced 
for many months—six months to 4 
year—because the prospect of a feed 
shortage will force marketing of 
animals and a larger than normal 
supply during the period of mar- 
keting. 


Milk and butter and eggs wiil 


cost more because supplies are al- “My erandfather used to write | Economics reported on August 6: from which diversion would be re- | may take the form of heavily in- SI egy 
fected by pastures and by the | |...) to that effect. calling at- “Owing to this year’s drought, | Wired they would be left out of the | creased planting and bumper crops _- 
amount of feed available tention to the drought of 1894 fol- | Meat supplies next year will be classification. Farmers would be | jn the next year or two that would | 


The general result, as of July 14, 
reported by the Bureau of Labor 
Statistics, was an increase of 1.1 
per cent in the cost of foods, other 
than potatoes, during the two weeks 


IS THE WEATHER CHANGING? 
Secretary Wallace reports that on 
the basis of official weather bureau 
figures the 1936 drought is the most 
severe in the history of the nation. 
Coming on top of extremely seri- 
ous droughts in 1930 and 1934 it 
gives rise to the question of whether 
or not some far-reaching change is 
occurring in the country’s weather 


urally a person keeps his mind open 
to discover whether there may not 
be a climatic trend. 

“The scientific weather fellows 
would say that a new cycle may 
start next year. Next year is just 
as likely to be a year of heavy rain- 
fall as any since 1930. According to 
the laws of probability 1937 is go- 
ing to be a bumper crop year. 


luwed by a good crop of 1895. Farm- 
ers suffered by drought in 1911 and 


| expected a good crop in 1912. That 


year the corn crop was the biggest 


During the past week 
weather prevailed over most of the 
chief farming regions of the coun- 
try and there were good rains in 
some districts. 

However, rains came too late to 
Save the bulk of the corn crop in 
Iowa, Nebraska. Missouri, Kansas, 
Oklahoma and South Dakota. It 
helped out in the important corn 
areas of Illinois, Indiana, Ohio, 


set the August 1 corn prospect at 
1,500,000,000 compared with a nor- 
mal crop of 2,500,000,000 bushels 
Uniess weather is favorable durinz 
the remainder of the growing sea- 
son further serious losses are likely 


EFFECT ON LIVESTOCK PRICES 


It is because of the cut in corn 
that the Bureau of Agricultural 


about as small as in 1935 following 
the widespread drought of 1934 
For this reason and because of pros- 
pective improvement in consumer 


cooler | 


| cotton and tobacco, 


will be most marked in pork and 
the better crades of beef. The de- 
crease in supplies will be the result 
of the feed shortage caused by un- 
favorable weather which now ex- 
tends over the principal feed-grain 
producing recions.” 

Plans for the 1937 crop year, now 
being considered by the AAA offi- 
cials, call for emphasis on increased 


crops such as 

Under the new soil conservation 
program payments are. made to 
farmers who divert production from 
“intensive crops” like grains and 
into “extensive 
crops” like grass and clover and 
alfalfa. 

In the next crop year, instead ol 


classing wheat and corn as crops 


left free to plant all of those crops 
that they wanted to plant and still 
draw bounties 


With prices high, officials expect 


Latest estimates for that crop sug- 
gest that even on a curtailed acre- 
age production will be considerably 
larger than a year 
favorable growing conditions. 

The supply situation in cotton has 
been greatly improved, according to 
official reports, by the larger do- 
mestic consumption and the im- 
proved exports during the last year. 


board it inherited, and rapid pro- 
gress is being made in liquidation 
of price fixing loans made in 1933. 
1934, and 1935 at prices ranging up 
to 12 cents a pound. 

While convinced that Congress 
will balk at production control sug- 
gestions dusing the next few years, 
AAA officials are saying that the re- 
action from the present drought 


revive the problem of the farm sur- 
plus. 

If normal years the United States 
produces about 200,000,000 bushels 


ago, owing to 


ht years come | Michigan, Wisconsin and Minnesota. | production rather than on con- The AAA has been able to move | 
in the price of bread. Wheat con- pees a : “nat _ | tinued control over the output of | into consumption the old farm | 
stitutes only one item in that com- | together,” said Mr. Wallace, Crop estimates of private experts wheat and corn. 


present year they 


planted more 


surplus problem. 


We. SCHOLL. 4D... President 
The Scholl Mfg Co., says: “Air 
travel ia mo«t comfortable in 
TWA Douglas Tran«ports.” 


“Travelers seem so apprecia 
tive of the luxurious comfort 
of TWA travel.” 

ROBERTA STURGISS. TWA Hostess 


WASHINGTON GETS FREQUENT SERVICE WEST 


Bie TWA Douglas air 
California, other dally departures 
connecting air line to Pittsburgh) 


office. 1381 National Press Bidg 


“ws 


transports now make four flights to 


Information 
Telephone Nat 


(take 
TWA 


Chicago 


TRAVEL 


ional 145) 
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TRANSCONTINENTAL & WESTERN AIR, INC. 


raised up to that time, SO TiS | ccm 
ending on that date. Since then prophecy was fully borne out. So it 
further increases have occurred may be again.” 
The study of retail food costs dis- The Secretary thinks now that 


closed that housewives now pay 
nearly 5 per cent more for their 
foodstuffs than they did a year ago 
and 23 per cent more than they paid 
on July 15, 1932. 

Meats and dairy products have 
shown the principal gains, both for 
the four-year period and for the 
latest two-week period. 

It is in feed prices that the prin- 
cipal early effect of the drought is 
noticed. 


this country will have to work outa 
system of crop insurance and crop 
storage that will serve as protection 
against years of lean production. 

Worry over scarcity strikes Wash- 
ington as strange coming as it does 
only three years after all official 
attention was directed at cutting 
down vast surpluses of farm com- 
modities by any method that could 
be devised. 


TOUR TO DROUGHT AREA 


Corn that sold on the farm for | 
15 cents a bushel in 1932 brought President Roosevelt will visit the | 
$1.15 a bushel last week. Futures Principal drougat stricken areas ol! | 
prices on the Chicago Board of ‘the country late this month to con- 


Trade passed $1.09 a bushel before 
reacting 


fer with his special drought com- 
mittee and to talk with governors 


of the individual States about co- 
EFFECT ON MEAT SUPPLY operation between the State and 
Prices of that kind mean eventual federal governments in extending 


high meat prices. But, to Govern- 
ment officials, they also mean liqui- 
dation of livestock. 

Farmers, rather than pay scarcity 
prices for corn, and gamble on the 
chance of getting returns out of 
livestock, will sell their livestock 

First evidences of dumping of cat- 
tle appeared in the Northwest 
during the past week and brought 
action by the Surplus Commodities 
Corporation of the Government to 
Support the market. 

During the 1934 drought the Fed- 
eral Government bought about 7.- 
000,000 cattle and large numbers of 
hogs to prevent demoralization ol 
markets. This year it expects to be 
much less active because the sup- 
plies of animals on farms are much 
lower than two years ago. 

The Institute of American Meat 
Packers reports that wholesale 
prices of beef declined toward the 
end of July with most grades 3 to 
21 per cent ) Under a year ago. 


relief. 

His schedule will take the Presi- 
dent first into the Dakotas to talk 
with the governors of those States 
and of Montana and Wyoming. 
Then he will move into Minnesota 
and Wisconsin before proceeding to 
the corn belt where he plans to dis- 
cuss drought problems with the 
governors of Kansas, Oklahoma, 
Nebraska and lowa 

In the meantime, Morris L. Cooke, 
heading a special committee of high 
government officials, is surveying 
the affected area with the idea of 
formulating suggestions for the 
President to consider 

Most of the plans thus far sug- 
gested consist of proposals for the 
Federal government and the States 
to encourage farmers to conserve 
water on their own farms and to 
adopt improved practices of soil use 
in areas that usually have a normal 
rainfall. In the real drought dis- 
tricts, 


year veri the Span of Life: 
Why the Death Rate Has Fallen 


| T'S all a mistake that the “mad 

pace” of the present genera- 
tion is shortening life. The 
Census Bureau says that folks 
are living longer. Women, on 


the average, are outliving men 
by almost four years. 


It is true that the founding fore- 
fathers lived to ripe old ages, as 
Shown by history. The grandfathers 
of present-day youth had longevity 
records running up to 90 years and 
more, particularly In the rural areas. 

But the Census report just made 
public is for a more recent period. 
For it was not until 1900 that a 
death registration system was spread 
over any considerable area in the 
United States. The first registration 
area then comprised the six New 
England States, New York, New Jer- 
sey, Michigan, Indiana and the Dis- 
trict of Columbia. In the census of 
1920 abridged life tables were pre- 
pared covering 27 States. The pres- 
ent life tables are for 1929-31, cover- 
ing the entire United States for the 
first time. 


WHY WE LIVE LONGER 

The Bureau says the lower death 
rate and longer years of life are at- 
tributable to sanitation, higher 
Standard of living, labor-saving in- 
ventions in the home and advances 
in education, science, medicine and 
surgery. 

This, in brief, is what the Census 
Bureau reported last week: 

At the beginning of the present 
century (1900), the average length 
of life in the United States was 48 


years for white men and 51 years 
for white women. Today the aver- 
age is 59 years for white men and 
nearly 63 years for white women. 

Infant mortality rate is decreas- 
ing. In the first year of life, the 
rate has been cut in half. Thirty 
five years ago of every 100,000 baby 
boys one eighth died in their first 
year. Only a sixteenth of every 100,- 
000 die now in that first year of life. 


ONE-FOURTH REACH 84 

About three out of every thous- 
and men die at 21 years of age; 
about ten of every thousand at 45 
and 26 out of every thousand at 60. 
At 71 years of age, the rate of mor- 
tality is equal to the infantile death 
rate, 62 out of every thousand dying 
at that age. Of those who live to 
be 90 years old, some three-fourths 
of them will live to celebrate their 
9ist birthday And the statistics 
show that a man at 105 years of age 
has only a fraction of a year to live. 


The Bureau says that of 100,000 
male children, about 88,000 will reach 
majority and 74,000, or nearly three 
fourths of the original number, will 
live to be 50 years old. One fourth 
of each male generation will live to 
be 84 years old. 

At each year of age, females sur- 
viving exceed the number of males. 
The number of women who become 
21 out of every 100,000 born is 90,687, 
while the corresponding figure for 
men is 88.621. At 4) years the num- 
ber of survivors is 81,780 women 
aeainst 78.345 men; at 65 years of 
age, 60,499 women and 52,964 men 
survive: at 80, 23,053 women against 
17,221 men. 


where rains are infrequent | 
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“Look! Those Black Rocks 


Burning!” 


How the discovery of a lonely pioneer 


launched a new industrial era 


NE cool night in the fall of 1792, 
() adventurer by the name of Neccho Allen 
built himself a small campfire and lay down beside 
it to sleep. In the morning he 
cover that his fire was still burning, a deep red 
—a fire from which emanated 
an intense and unusual heat 


glow in the heart of it 


a plonecr 


was amazed to dis- 


Those who drive Clirysler-built cars know the 


Allen investigated. He saw that he had built his 


fire the night before on certain “black rocks” which 
apparently had caught fire themselves and were 
now burning and glowing like huge, live jewels. 
He was not the first to notice this phenomenon. 
As early as 1180 an English bishop had recorded 
the finding of “black rocks that burned.” But he 
was a progressive, forward-thinking man. this Allen 
He realized that here was a force far too significant 
to waste on campfires. He drew the attention of 
others to these remarkable 
‘ And presently coal was playing a vital part in 
the story of civilization! Men were using the “black 
in furnace and forge, making iron, inaking 
steel, making power to move machines. The 
Industrial Revolution was at hand, changing our 


rocks” 


whole way of living. 


* 


As Neccho Allen foresaw the tremendous Unseen 
Value of anthracite, so today thousands of car- 
owners are discovering the meaning and the impor- 
tance of Unseen Value in motor cars. 

The Chrysler Corporation has made America 
definitely aware of Unseen Value. 
is not something you can see or feel. 
It is not a tangible thing like beauty, 
Yet Unseen Value is 
fur more real and far more vital to thie 
car-owner than the iron, rubber, slec!, 
glass of which a car is made. 

Fundamentally all cars are alike. 
They have wheels, axles, gears, motors, 
brakes. One car may be a coupe, an- 
other a sedan. One may have six cylin- 


power or safety. 


“black rocks.”. . . 


It 


6 QUESTIONS 


ders and be painted blue, another may have eight 
cylinders and be painted green. It is only when 
you look beyond the assembling line and search 
for the impelling aims and ideals of the organiza- 
tion, that you see the Unseen Value of the car you 
are buying. 


BEFORE BUYING A CAR 
- ASK YOURSELF THESE 


1. Has it proper weight distribution? 
2. Has it genuine hydraulic brakes? 
3. Is it economical to run? 
4. Has it floating power? 


5. Has it safety-steel body? 


6. Does it drive easily? 


ONLY CHRYSLER-BUILT 
CARS HAVE ALL SIX 


pride and confidence that go with ownership of a 
Plymouth, Dodge, De Soto or Chrysler. For these 
four famous cars—as well as Dodge Trucks and 
other Chrysler products — possess Unseen Value fo 
an exceptional degree. 


The Unseen Value of Chrysler-built Cars 


It always has been the ideal of the Chrysler Cor- 


Chrysler Marine and Industrial Engines 


poration to improve cars in every 
and to keep improving them. Its policy has been to 
put into its cars, not merely the best materials, 
but also the inspiration and genius of the men 
with whom Walter P. Chrysler and his associates 
have surrounded themselves. | 


possible way, 


Today, because of devotion to this ideal, about 
every fourth car sold is a Chrysler-built car. Of all 
American motor manufacturers, Chrysler Corpora- 
tion alone exceeded in 1935 its rate of production 
for the boom year of 1929. | 

Consider Unseen Value when you buy a car. 
Consider the exceptional Unseen Value of the fa- 
mous cars built by Chrysler. 


PLYMOUTH 


Airtemp — Air Conditioning 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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TITLE REGISTERED U. 8. PATENT OFFICE 
‘Flying Headquarters St, Democrats Ready 
| For the Final Dri 
For the G. O. P | or the Final Vrive 
| AILY now, signs of action in the 
IRECTION of a Presidential cam- . Democratic camp point to an in- 
paign from a flying headquarters, tensification of the drive for the 
sometimes five or ten thousand feet President's reelection. Party state- 
up, is a political novelty unique with gists leave one conference only to en- 
the Republican high command. ter another. Broadsides over the air 
Flying from state to state, in a chartered air- waves begin to take on a more bellig- 
plane with a full staf aboard. John Hami ton, erent tone. Predictions by party 
chairman of the Republican National Committee, | | 
made political addresses and conferred with state chieftains continue to mount. 
chairmen and local campaign workers _— = Last week, after a daily series of political confer- 
In daily contact ences at the President's Summer capital at Hyde 
fred M. Landon at iopeka, Aansas, OU Park, N. Y.. Chairman Farley, of the Democratic Na- 
boarding his plane at Chicago Monday, has covered tional Committee, announced: “We are not going 
a laree territory. With him in the floating head- to waste any time: we are ready to go.” 
quarters are his personal representative, his press Mr Farley said that the Democratic campaign for 
representative, two research men, two secretaries, the Presidency is not going to exceed the two- 
a radio engineer and three newspaper correspond- million dollar expenditure of 1932 and that party 
ents leaders from various States will be asked to New 
The itinerary included Minnesota, North Dakota, | York headquarters to study the campaign set-up 
Colorado, Montana, Nevada, California, Arizona, | there and to go back to organize accordingly in 
New Mexico, Oklahoma and Missouri. It is part of | their own jurisdictions. 
a plan to get into personal contact with campaign 
workers in every state | MR. ICKES’ SPEECH 
, Secretary of the Interior Harold L. Ickes launched 
a broadside at Republican Nominee Landon in a 
,overnor ndons S radio s ight. 
of Republican party leaders from many states, re- an 
porting progress and making roseate statements of oil industry three years ago while he is opposing 
prospects at the polls in the autumn. Government regulation now. He also ridiculed char- 
Senator John + Rng mar ay ee ee WHAT MAKES THE POLITICAL CAMPAIGN MACHINERY GO "ROUND acterization of the Governor as a “practical Pro- 
ir the Republican Sen ssive,” 
“Landon will sweep NAMES may make the news—but it’s the party employe who keeps tacks, catalogue and classify names, and do a hundred and one other parte 
Senator Steiwer ‘Rep.) of Oregon, things moving. Conducted in the manner of a huge business ma- assorted jobs. Left, filling out certificates in exchange for contribu- 
convention keynoter, told the Governor that his chine, campaign staff-workers jiggle phones, type letters, answer tions; center, mimeographing campaign speeches and right, filing more te 
State will be for the Republican ticket. The Lan- queries, mimeograph reams of copy, flood the mais with pleas and at- names to the already room-high list of voters on the mailing list. Roosevelt a potential Gichtien ~ sald Secretary 
don-Knox ticket will carry all New England, said Ickes. “I say ‘pretends’ advisedly, because I do not 
young Henry Cabot Lodge, Republican candidate . ‘ think that this ‘common-sense’ candidate believes 
for Senator from Massachusetts ° pd th V Tt for a minute in this claptrap. 
Louis J. Taber of Ohio, head of the National —_ our tate rima ries: e ren Ss im e Oo Ing + “My mind goes back to an oil conference at the 
Grange, announced the Governor is “sympathetic Interior Department in 1933 at the instance of 
| President Roosevelt. Governor Landon had been 
. N the primary elections in four @ candidate, Dempster Potts, by a three-to-one vole. 4 dent Roosevelt at the Capitol at Washington, designated by the Secretary of the Interior as the 
, , , Huxman won from a Townsendite opponent, Jona- was nominated for Governor in the Democratic chairman of that conference. He was not a can- 
States last week, Missouri and Vir- than Davis, by 20,000 votes. primary Incomplete returns gave Browning didate for President then. William Randolph Hearst 
2 te: arest op- 
inia polled the usual preponderance 214,000 votes against 89,814 for his neares and the Wall Street interests had not discovered him. 
of D - : - P mn RESULTS IN VIRGINIA | ponent, Burgin E. Dossett, backed by Senator Mc- “And he made a speech. In that speech, he said 
0 emocratic votes, ares eeeeeeadl Virginia: Senator Carter Glass (Dem.), Chairman | Kellar, with a third candidate, C. W. Wright, trail- among other things: ‘Even the iron hand of a na- 
tained its traditional Republican ma- of the Senate Committee on Appropriations and | ing with 5,000 votes. Candidates for Congress were tional dictator is preferable to a paralytic stroke.’ 
jorities and New Deal candidates won the Nestor of the Senate, was renominated without nominated by both parties. 
; , opposition in the Democratic primary, Norman R. | 
in the Gubernatorial and Senatorial Hamilton, Portsmouth publisher, defeated Repre- HOW MISSOURI VOTED 
fights in Tennessee. sentative Colgate W. Darden, Jr., for nomination to Missouri: In the Democratic primaries, Lioyd C. 
Congress, by about 2,000 votes. Mr. Darden was Stark, rural Missouri nurseryman, backed by the 
Primaries in the first three States were held seeking his third term in Congress with the sup- powerful organization of Thomas J. Pendergast, 
Tuesday. Tennessee voted Thursday in a primary port of Senator Harry F. Byrd. In the third dis- won the governorship nomination by more than a 


—Wide World 
OF COURSE—“REPUBLICAN”"! 

Governor Landon, Republican Presidential candidate, 

smiles after responding with “The Republican 

Party” to a query of the clerk of the election board 

while registering in the State primary election in his 
home town of Independence, Kansas. 


with the Grange farm policies” but added the 
Grange is non-partisan. A “drift back to Republi- 
canism is on in the Middle West,” according to 
Senator Dickinson ‘Rep.) of lowa, adding that the 
food, feed and grain shortage is reacting *gainst 
the Administration. Governor Frank D. Fitzger- 
ald of Michigan told Mr. Landon that Michigan is 
surely to be Republican. 


NOMINEE’S SPEAKING DATES 


Governor Landon voted in his home town ol 
Independence in the state primary Tuesday. 

“Every American” he said after casting his ballot, 
“ought to exercise his richt to cast an honest ballot 
in this free-thinking, free-speaking country.” 

Governor Landon appealed successfully to the 
western railroads for emergency freight rates on 
foodstuffs and water for the drought area. 


The nominee's speaking dates are being ar- 
ranged. He will speak at Chicago, De Kalb and 
Dixon, Ill.; August 21, at his birthplace at West 
Middlesex, Pa.; at Buffalo, Aug. 22, and at Chatau- 
qua, N. Y., later that week, and at Springfield, Il., 
and at Chicago again on August 27. 


Motor caravans are on the way in the East. 
State Senator J. Kenneth Bradley of Connecticut, 
head of the Young Republican National Federa- 
tion, is leading one running from Maine to West 
Virginia. Women are campaigning by motor in 
New York. 

Arthur A. Ballantine, Oyster Bay, N. Y., former 
Under Secretary of the Treasury, has been ap- 
pointed special assistant to Chairman Hamilton and 
William L. Hutcheson, president of the Interna- 
tional Brotherhood of Carpenters, director of the 
Republican Nationa! Committee's labor division. 

Senator Vandenberg (Rep.) of Michigan told the 
Union League Club at Chicago that the Roosevelt 
administration is “a new ordeal by alphabetical 
commissars.” 


REPLY TO ICKES’ CRITICISM 


Chairman Bolton of the Republican Congres- 
sional Committee, in reply to Secretary Ickes’ 
criticism of Governor Landon, declared Mr. Ickes 
was “merely whistling past the political cemetery 
where the New Deal is to be interred.” 


“From a Republican standpoint,” Mr. Bolton 
added, “the Ickes speech was most encouraging; it 
indicated how desperate the Democrats are. Mr. 
Ickes, with ill-grace for a man who himself was a 
so-called Progressiv+, has attacked Governor Lan- 
don because of what he conceives to be Progres- 
Sive tendencies. Mr. Ickes has found fault. with 
the fact that Mr. Landon at one time or another 
supported some of the New Deal's fantastic experi- 
ments in government. This comes with ill-grace 
from Mr. Ickes.” 

Mr. Bolton charged the recent executive order 
“supposedly placing Presidential postmasters under 
civil service was the baldest kind of a political 
gesture.” 


featured by one of the liveliest gubernatorial! fichts 
in years and by the killing of four mountaineers in 
political squabbles. 

The results: 


Kansas: Republicans won all along the line by 
approximately 60,000, notwithstanding Democratic 
pre-primary claims of more votes than the Re- 


pudlicans 


The Townsend candidates were routed 
“The Republicans renominated the veteran United 
States Senator Arthur Capper, by a large majority, 
in a three-man contest. The Democrats nominated 
Omar Ketchum for Senator and Walter Huxman 


Roosevelt or Landon? 


ALTHOUGH his Democratic opponent would re- 
“™ ceive more popular votes, Governor Landon, 
the Republican candidate, would win more than 
enough electoral votes to elect him President of 
the United States if the election were held now 


and the vote followed the trend shown by the 
latest poll taken by the American Institute of Pub- 
lic Opinion and made public in a copyrighted ar- 
ticle published in 70 newspapers. 


The poll shows Governor Landon leading in 20 
States which have a total of 276 electoral votes. 
A total of 266 electoral votes is necessary to win. 
The 28 States in which President Roosevelt is lead- 
ing in the poll have a total of only 255 electoral 
votes. .The Landon total is a gain of 4 electoral 
votes over the July poll. (See issue of July 20). 


THE POPULAR VOTE 


But in the popular vote, according to the Ameri- 
can Institute poll, Mr. Roosevelt leads with 52.4 
per cent of the major party total, a gain of 6 over 
the July poll. 

Furthermore, the poll shows that nearly all of the 
Roosevelt 28 States are “safe” today, that is, they 
are Democratic by large majorities, whereas nearly 
half of the Landon 20 States vote Republican by a 
narrow margin of one or two points. 


Therefore, according to Dr. George Gallup, di- 
rector of the Institute, if any “landslide” occurs 
in the election, due to a later shift, it will be in the 
Democratic direction. 


Dr. Gallup says that it would take a shift of only 
a little more than one point in popular vote to 
throw four of the biggest Republican States— 
Pennsylvania, New York, Illinois and Michigan— 
into the Democratic column, Such a shift would 
change 131 electoral votes. If Mr. Roosevelt car- 
ried even one of those States he would be reelected. 


On the other hand, if such a shift took place in 
States now barely Democratic, only two States, 
West Virginia and Colorado, would change sides 
and they have a total of only 14 electoral votes. 

The net gain of four electoral votes for Landon 
since the July poll was due to shifts in five States. 
Wyoming and Michigan joined the Republican 
column, a total of 22 electoral votes, while Mon- 
tana, Colorado and West Virginia, a total of 18 
electoral votes, aligned in the Democratic column. 

The period ccvered by the poll was from the 
closing of the Democratic convention in la'e June 
to August 3. A total of 166,294 ballots were dis- 
tributed by mail and by personal interviewers to a 
cross-section of voters in each State. 

Dr. Gallup says that among individual States 
the greatest increases in popular votes came in the 
drought area of the Great Plains where the Gov- 
ernment sent men and money to the aid of desti- 
tute farmers. President Roosevelt gained heavily 
in seven of these nine States, lost he» vily'in one 
Wyoming—and remained the same in one. 


+ 


trict, the veteran former Governor Andrew J. Mon- 
tague, of Richmond, was nominated for Congress 
for a twelfth term, over David E. Scatterfield, Jr.. 
by about a thousand margin. There was no con- 
test in the other Congressional districts. 
Tennessee: Senator Nathan Bachman ‘(Dem.}. an 
administration regular in the Senate, overwhelm- 
ingly defeated his only opponent for the Senatorial 
nomination, Dr. John R. Neal, by 172,000 votes to 
Dr. Neal's 89,000. Dr. Neal is a lawyer who some 
years ago became famous as a participant in the 
trial of Scopes, a school-teacher, prosecuted because 
of his evolution doctrines. Former Representative 
Gordon Browning, once contact man for Presi- 


The Latest Straw Vote 


A special check of ballots, returned after Gov- 
ernor Landon’s acceptance speech, showed, Doctor 
Gallup says, that the speech wrought no particu- 
lar change in party standings. 

The institute points out that it would not be un- 
precedented if Mr. Landon should be elected Presi- 
dent while receiving fewer popular votes than his 
principal opponent. In 1876 Tilden received a plu- 
rality Dut lost the election and in 1888 Cleveland 
did the same thing. 


A definite threat to Democratic success is seen 
by the American Institute of Public Opinion in the 
growth of Third Party sentiment which began 
moving upward with the nomination of William 
Lemke on the Union party ticket. The Institute 
poll for August gives Lemke a total popular vote of 
34 per cent, or approximately 1,500,000 votes, 
against 1,150,000 votes two weeks earlier. 


SOURCES OF LEMKE VOTES 


In the earlier poll of every 100 voters, who indi- 
cated Lemke as their choice for President, 70 had 
voted for Roosevelt in 1932, 9 for Hoover and 4 for 
Thomas. Fourteen had not voted in 1932 and 3 
will cast their first ballots this Fall. 


From this survey, the Institute deduces that the 
Union party will draw more votes from the Demo- 
crats than the Republicans. 

While not conceding Lemke a chance to carry 
any State the Institute says that by pulling votes 
away from Roosevelt, Lemke might (1) throw to 
Landon certain States which are now Democratic. 
or (2) clinch Landon’'s lead in States which are 
now only slightly Republican. 


- 


hundred thousand votes over William Hirth, mili- 
tant farm editor, who campaigned against “boss 
control” of the Democratc party in the State. In 
the Republican primary, Jesse W. Barrett, St. Louis 
attorney, won the nomination for Governor by a 
lead of 50.000 over two opponents. Democratic in- 
cumbents in Congress, with one exception, were re- 
nominated. The exception was Representative Clai- 
borne, second in a field of seven. A Townsend- 
supported candidate for the Republican nomination 
for Congress in the fourth district, C. E. Hatfield. 
was defeated. The Democrats rolled up the heaviest 
vote in state history. 

In Kentucky, Senator Logan ‘Dem.) was renom- 
inated for the Senate, with several thousand lead 
over former Senator C. W. Beckham, in the Demo- 
cratic primary August 1, while Robert H. Lucas 
was renominated for Senator at the Republican pri- 
mary. 

In Mississippi a lively contest for the Senatorship 
is in progress between Senator Pat Harrison (Dem.), 
Chairman of the Senate Committee on Finance at 
Washington, and former Governor Sennett Conner. 
allied with Senator Bilbo, junior Senator from 
Mississippi, whose enmity to Senator Harrison arose 
over a Federal judgeship appointment. 


The Jeffersonian Democrats 


EFFERSONIAN Democrats, who dissent from the 

New Deal policies of the Roosevelt Administra- 
tion, organized in Detroit last week, but split on 
the issue of endorsing the Republican candidate 
for President. Former Governor Joseph B. Ely of 
Massachusetts, who declared the President had 
“departed from the Democratic party,” proposed 
the Landon endorsement. Southern Democrats 
promptly blocked the proposal. 

Decision to avoid formal endorsement of Gov- 
ernor Landon was announced by former Senator 
James A. Reed of Missouri. 

Conferees agreed on a states’ rights. anti-New 
Deal program. It will permit individuals or their 
organizations to decide whether to indorse Repub- 
lican candidates or merely condemn the Roosevelt 
Administration in an organized campaign to de- 
feat the Democratic Presidential ticket. 

Leaders in the conference revealed plans to con- 
tinue the fight after the November election to re- 
capture control of the Democratic party. About 40 
well-known Democrats from many states took part 
in the conference. Former Governor Alfred E. 
Smith of New York did not attend. 


Minor Parties Busy onthe Stump, Eastand West 


(THIRD party and other groups kept in the politi- ¢ At Columbus, Ohio, petitions bearing 345,000 signa- 


cal limelight all the past week. 

Representative Willlam Lemke of North Dakota, 
Union Party candidate for F -sident, campaigned 
in the West, while Father Charles E. Coughlin, who 
predicts Lemke’'s election to the White House next 
November, was busy in the East 

The Progressive party, the old Bull Moose organ- 
ization, founded by Theodore Roosevelt in 1912, 1s 
about to come to life again. Senator La Follette 
(Prog.), of Wisconsin, says there will be a confer- 
ence about the end of August, possibly Chicago, to 
determine its course in the Presidential campaign. 
But Senator La Follette says “it looks as if Wiscon- 
sin, a Progressive stronghold, will support President 
Roosevelt.” 


DR. TOWNSEND CONFIDENT 

Dr. Francis E. Townsend. of the OARP, an- 
nounced at Baltimore last week that the chances 
of William Lemke for election as President are 
steadily improving. He said he will vote for Lemke. 


tures to place the Union Party Presidential ticket 
on the November ballots were filed Wednesday. 

At the Vatican at Rome, Bishop Gallagher of 
Detroit, Mich., explained he had remonstrated with 
Father Coughlin over political intemperance in the 
priest's speeches, that he did not approve of Father 
Coughlin calling people “liars,” after which Father 
Coughlin apologized to President Roosevelt. That. 
said the Bishop, ended it and there was nothing 
more to do about Father Coughilin’s speeches, which 
the Bishop commended in gencral. 

Headquarters of Dr. Townsend announced last 
week that his organization had granted charters 
to 612 new clubs since April 1 and that 9.000 Town- 
send pension clubs are now active in the United 
States. 

The Rev. Gerald L. K. Smith, Townsend aid, told 
the National Press Club at Washington Thursday 
that “when the money runs out, the New Deal will 
be as popular as a drunken Santa Claus three days 
after Christmas.” 


—Wide World 


CAMPAIGN CARAVAN 


Democratic campaign officials inspecting one of the 

twenty trailer cars which will tour the country cam- 

paigning for the re-election of President Roosevelt. 

Left to right; Paul C. Aiken, Director of the National 

Democratic Campaign Committee Speaker's Bureau; 

W. Forbes Morgan, Treasurer, and James A. Farley, 
National Chairman. 


No one thought to ask Governor Landon whom he 
had in mind when he referred to a paralytic stroke, 
but I suspect it was the general belief he meant 
Herbert Hoover. 

“As presiding officer of that conference, Governor 
Landon said: ‘But if we can solve this question 
within the industry, I am willing to attempt to do 
it, and give ninety days to do it, and if we do not 
do it, I see nothing else but the iron hand of a dice 
tator. That seems to be what we come to in all 
other lines of industry and finance.’” 


HOUSE MAJORITY FORECAST 


Secretary Ickes said he received from Governor 
Landon on July 17, 1933, a telegram declaring that 
“Federal contro] under the Act” (NRA) “is our only 
hope and if we are to be protected it will be neces- 
sary for a dictator to exercise authority and fix 
allotments to States, also pools within States, also 
Storage withdrawal and imports.” The Governor 
at that time praised President Roosevelt's courage 
in attacking the depression, said Mr. Ickes. 

The House of Representatives will continue to be 
under Democratic control, Chairman Drewry, of 
the Democratic Congressional Committee, pre- 
dicted to President Roosevelt last week. Mr. 
Drewry said that while some normally Republican 
States that were carried in the Roosevelt landslide 
might slip back to the G. O. P. there would be some 
Republican seats won by the Democrats. 

With the Senate continuing overwhelmingly 
Democratic, Mr. Drewry said, business men would 
be reluctant to have the two houses in the status 
of opposing political camps, with deterrent effect on 
legislation. 

Illinois is going Democratic, Senators Lewis and 
Dieterich, of that State, assured the President. 

The Democratic National Committee has ap- 
pointed Louis A. Johnson, of Clarksburg, W. Va., 
former National Commander of the American 
Legion, as head of the Committee’s Veterans’ Ad- 
visory Committee, and Jack Dempsey as chairman 
of the New York State Sports Division of the Roose- 
velt camapign. 

The Women's Division of the Democratic Na- 
tional Committee announced last week a long list 
of women, including Senator Caraway, of Arkansas, 
who have started intensive campaigning for Roose- 
velt. They will campaign in New England, the 
West, the Northwest and out to the Pacific Coast. 
Volunteer speakers include housewives, teachers 
and actresses, with a special division, “the grass 
trampers,” to go from county to county to help 
interpret national policy. 
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LABOR: A FAREWELL TO FEDERATIONS 


| 


7 


The Administration has carefully 
followed a policy of neutrality on 
the issue involved. Although Presi- 
dent Roosevelt talked with the chief 
of the legal department of the Fed- 


controversy would be settled ami- 
cably. Her assistant, Edward F. 
McGrady, talked with leaders of 
both sides but left with the declar- 


which will affect the fortunes of 
the two groups. It lies in their 
province, for instance, to determine 
whether a plant or a craft should 


ation that he was un 
+ | eration after the decision was made | service 

FIFTY-FIVE years ago the | sought | the status of bar- public, word was given out by the The National Labor Relations agency 

American labor movement Industrial Union Group Suspended by A. F. gaining agency with mine owners, | President’s secretariat that the con- | Board has likewise sought to avoid - as a  - ery aver 
was split into two factions. To- | ‘ that | ference related solely to labor legis- | any appearance of favoring one side ed 
day it is again split into two | Of L. Officers—Some Possible Results oor af tier en Gan ts cat ae | | or the other. Its members admit, | 

. tion of Labor me side and the The Secretary of Labor, Frances | however, that they will eventually | #¢V@ntage of craft unions. 
factions, such being the etect CIO on the . | Perkins, expressed a hope that the be called on to make decisions Joun W. Taytor. 
of the action of the executive ions, both being permitted by the ferred with the International Fed- | ecenty. in Camden, N.J.,a radio | 
council of the American Feder- Federation. The principle at issue, | eration of Labor over an appeal for | “0M supportec by the CIO was on 
ation of Labor in suspending he said, was whether funds to | 

: within the Federation cou per- groups in Europe. urrently this | ‘OTL 

ton enlons Gesseiated with Jeu mitted to hold in contempt the Fed- nial aid for the Spanish govern- | the A. F. of I ied up against the 


L. Lewis's Committee for In- 
dustrial Organization. 


The paraliel is also a contrast. 


" ' of opposition are wide and deep. 

In 1881, the Knights of Labor was | of forcing the acceptance of minor- Assuming that the CIO proceeds | creating a threat to the unity of = 
the dominant employe organization. | ity rule within the American Fed- | with its announced intention of | tests wales in letitetien ond on 
It was chiefly of the industrial un- eration of Labor, the executive coun- gathering together all industrial un- | questions Of national policy. Such 
ion type. It took an active and di- | cil decides that they can not do s0 | ion groups, what may be looked for | .,.cinilities were in the minds of 

rect part in politics. within and as part of t in the immediate future of labor re- | the representatives of three laree 

A dissentient group withdrew from Federation of Labor. lations and labor organization? religious denominations — Protest- 
the Knights of Labor in that year— | CHARGE DENIED BY LEWIS First, the Federation consists, not | 44+ Gatholic and Seutsh.ahen 
& group committed to the om, | The implied charge of “ambition” only rece unions, but = — they sent a last minute appeal to 
tion of craft unions for skilled work- | and of minority rule was met by Mr. | ee — into s ee an leaders of both factions urging 
ers, one union for each skill irre- | Lewis with these words, referring to | ©'*Y federations. The immediate re- | 44,5: 4 compr be effected 
spective of the industry in which it , | Sult will be to transfer this contro- 

the suspension order: | | 

was engaged. : edible and crass | YeTSY into these federations. Par- POLITICAL EFFECTS 

This dissentient group formed the An act of incredible a - tisans of the two types of unions will Finally, what ts apt to be the ef- 


Federation of Organized Trades and 
Labor Unions. It merged with an 
independent labor conference in 1886 
to form the American Federation of 
Labor. 

For 50 years, the A. F. of L., con- 


eration’s authority. He added: 
“When ambitious men form a 
dual, rival organization for purpose 


stupidity. An act dictated by per- 
sonal selfishness and frantic fear. 
It indicates a total absence of con- 
sideration for the well-being of the 
nation’s workers and the require- 
ments of an effective labor move- 


ment now struggling with a Fascist 
rebellion. 


WHAT FUTURE MAY BRING 


there stage the same battle on a 
smaller scale. 

It is of significance that 15 of the 
17 State federations which have met 
in recent months addressed petitions 
to the executive council asking that 


strike, joining forces 


with the “com- 
pany union 


The possibilities lying in this type 


fect on Labor’ 
which is dev 
reelection of Pr 
Mr. Lewis 
Supporters of th 


Non-partisan League, 
its efforts to the 
ident Roosevelt? 
i CIO are strong 
ss League. Craft un- 


ion leaders are divide supDO 

sisting mainly of craft unions, has ment. The vr ganaganes of the Fed- the CIO unions be not suspended. of the two leading seit tt 
carried the standard of organized SEEDS OF STRIFE Tobin, of the Teamsters union. act- 
jabor. Two presidents’ terms have | amounts to an appalling blunder | A second result predicted by the  ‘"5 for the Democratic party, faces _ _ 
spanned the 50 years—those of | which Mr. Green and his confeder- | CIO faction is that many unions in | William M. eson, of the Car- ee r ee Do you ever travel berween New York 
SRE COMPES ORS Wane Seeem, | ates may continuously rue.” , the Federation, not now associated penters union who was chosen last and Washington? That's the only application — need to joe the 
the latter being first elected in 1924. | with the Lewis group, will join it week to head | labor division of 80- Minute Men"’— the most popular flying club in the country. 
BIRTH OF THE CIO 3 sane ¥ an ¢ ae The craft union leaders scout thi the Republi mpaign commit- Eastern Air Lines’ giant luxury Airliners flash over this me in just 

e executive committee reveale acers scout this 

Now in 1936 a dissentient group that the head of the carpenter's un- possibility, but admit the probability | 
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setting out on its own course inde- 
pendent of the A. F. of L. 

The nine-month course of the 
division reveals these mile posts: 

In November, 1935, John L. Lewis 
resigned as vice president of the 
Federation and formed a Committee 
for Industrial Organization. Em- 
bracing eight international unions, 
acting through their leaders, the 
Committee laid down as its objec- 
tive the promotion of unionization 
in mass production industries, de- 
claring that the Federation was 
blocking such action, though fav- 
ored by the convention, through its 
desire to protect craft ynion “juris- 
dictions” in these Industries. 

In December, Mr. Lewis invited 
the Federation to undertake a un- 
ionizing campaign in the steel in- 
dustry, new members to be enrolled 
in an industrial union, 


THE ISSUE JOINED 

In January, 1936, William Green, 
in the name of the Federation's ex- 
ecutive council, branded the CIO 
unions as a “dual organization” and 
called on them to disband. They 
refused. The Federation on its side 
refused to join in a steel organizing 
campaign without reserving for craft 
unions those steel employes who fol- 
lowed a special craft. 

In February, the United Mine 
Workers, largest union in the Fed- 
eration and headed by Mr. Lewis, 
voted in convention to authorize its 
officers to secede from the Federa- 
tion. 

In May, the Federation ordered 
the CIO unions to disband within 
two weeks. In the same month, the 
steel workers’ union voted to accept 
Mr. Lewis's offer of aid in organiz- 
ing, all members to be enrolled in 
an industrial union. 

In July, the Federation met to 
consider suspending the CIO unions. 
Instead, it decided to grant a formal 
trial on Aug. 3. 


TEN UNIONS SUSPENDED 

August 3 came and went. The 
CIO unions did not appear to an- 
swer charges of fomenting rebellion. 
The executive council of the Fed- 
eration voted 13 to 1 to suspend ten 
of the CIO unions, whose number 
had in the meanwhile grown from 
the original 8 to 12. 

This number includes one union 
which had not met in convention to 
approve or disapprove of its leaders’ 
action in joining the CIO and one 
union in which the larger division 
rather than the entire union had 
committed itself. These two were 
not included in the suspension order. 

Suspension means that at the an- 
nual convention in November at 
Tampa, Fla., the suspended unions 
will not be entitled to vote on the 
question of revoking their charters. 

While there are 30 days of grace 
before the suspensions become ef- 
fective, this provision was adopted 
as a formal requirement of Federa- 
tion rules rather than as a last ges- 
ture of a fading hope. More than a 
third of the Federation's member- 
Ship of 3,000,000 are affiliated with 
the CIO. 


CiO PLANS UNCHANGED 

Mr. Lewis, while expressing a 
realization of the gravity of the sit- 
uation, declared that the action will 
have no effect on the activity of the 
CIO, which will, he stated, go for- 
ward with its plans to enroll four 
million workers under its standard. 
Formal organization into a rival 
Federation is not expected before 
the A. F. of L. convention. 

Mr. Green, in a statement issued 
after the executive council’s action, 
asserted that the principle at stake 
was not craft versus industrial un- 
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withdraw if suspension were not or- 
dered. Mr. Hutcheson was engaged 
by Mr. Lewis in a fist fight on the 
floor of the last annual convention 
of the Federation. 


ONLY ONE OPPOSING VOTE 
David Dubinsky, of the Ladies 
Garment Workers, cast the sole vote 


against suspension. He heads one of | 


the unions associated with the CIO. 
His vote was cast after an eleventh- 
hour arrival on his return from a 
trip to Europe, where he had con- 


ilies is that of jurisdictional strikes 
| relating not to difficulties between 
employer and employe but to pret- 
erence, in employment and bargain- 
ing, of one group of workers over 
another. 

It might, for instance, be possible 
| for the Federation to grant a char- 
| ter to the Progressive Miners’ union 
to replace that of the United Mine 
| Workers, which is the leading union 

in the CIO group. Then the juris- 

dictional strike which occurred last 
year, when the Progressive Miners 
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bin expressed the 
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port the presen: Administration be- 
cause of its efforts to place on the 
Statute books humane legislation, 
Mr. Hutcheson endorsed Alfred M. 
Landon's views on labor, defending 
the right of orcanization free from 
interference from any source. 
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One sure way fo tell the real thing from an arm-chair 
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The claim is one thing. The 


proof is another. 


It’s the taste of mild, ripe 
tobaccos...that’s why Chest- 


erfields taste better. 


It’s the mildness of mild, 
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about them. 


Chesterfields are made to Satisfy 
that’s their business 
... that’s their reputation 
..» they live up to it. 


uve way 


Chesterficlds are milder. 
Chesterfields have made 
good with smokers because 
they have the character and 
quality to back up every- 
thing Liggett & Myers says 


Twice a Week 
45-Piece Dance Orchestra 
ANDRE KOSTELANETZ — CONDUCTOR 
WITH KAY THOMPSON AND RAY HEATHERTON 
AND THE RHYTHM SINGERS 


WED., 9 P.M (€.0. 10 P.M 
COLUMBIA NETWORK 


The United States News 
UNITY. 
\ 
of, > 
EASTERN Lines 
‘4 4 \ 
Wiss 
| 
\ 


The United States News 


August 10, 1936 


+ 


+ + 


“IF OUR DEPOSITORS ONLY KNEW!” 


+ + + 


Importance of a Tax Conscious Citizenship Stressed by a Leading Official in Banking World, Who Urges 
That All Should Be Led to Understand the Extent of the Obligations Now Placed Upon Them 


Full text of address delivered be- 
fore the Montana Bankers’ As- 
sociation, at Old Faithful Inn, 
Yellowstone National Park, 
July 25. 


T THE outset I want to make it clear that Iam 
speaking as an individual, and my remarks 
should not be interpreted as in any way reflecting 
the policy or viewpoint of the present administra- 
tion of the American Bankers’ Association whose of- 
ficial spokesman is its president, Robert Vv. Flem- 
ing 

I believe that we, as individual bankers, have a 
responsibility and an obligation to inform our de- 
positors to the best of our ability in regard to 
money, credit and the elements of sound pt iblic fi- 
nance upon which rests to so great a degree the 
banking structure and consequently the saiety and 
earning power of the funds entrusted to our care. 

Our first duty is to our depositors. Upon this we 
will all agree. But just what is the extent of this 
duty? Is our obligation to our depositors fulfilled 
by merely so managing our banks as in the ordinary 
course of events to insure the return to them of the 
moneys deposited by them, or do we not owe a fur- 
ther duty? Are we not charged with the responsi- 
iibity of doing what we can to make their deposits 
worth having, to see that they earn something sub- 
stantial. and to see to it that when repaid they are 
repaid in dollars of real value” 

The depositor is the very backbone of this nation 
He is the man who is self-supporting, who saves, 
who bears the brunt of taxation, who supports the 
people and the government. Without him life would 
be primitive indeed. Without him the man on relief 
would soon find himself in the position of being 
obliged to rely upon his own efforts for a liveli- 
hood. This is so obviously true that one wonders 
there should be resentment among these classes of 
the community when a word is said in defense of 
the depositor, a word which in effect means no 
more than a warning to these interests not to kill 
the goose that lays the golden cag. 


DEFICIT NO PARTISAN ISSUE 


Today a word uttered in defense of the depositor 
is often met with the cry of partisanship, and I am 
just a bit afraid that in attempting to avoid any 
feeling or appearance of partisanship we, as bank- 
ers, may have unwittingly become partisans in the 
very worst sense: You cannot avoid partisanship 
by keeping silent when one party desires that you 
keep silent. And partisanship in disregard of your 
duty, to the injury and peril of your depositor, is 
the worst sort of partisanship. 

We cannot be justified in keeping silent when it is 
our duty to speak, by any plea that we must avoid 
partisanship. 

Last May Mr. Roger Babson, in one of his syndi- 
cated articles, expressed the point more clearly 
than I could hope to do. He said: 

“Our Federal deficit has been considered a 
partisan issue for the last three years. In this 
column I purposely avoid discussing controver- 
Sial political issues. I feel that readers want 
impartial comments on economic conditions, 
not any effort at campaign propaganda. I 
sincerely believe, however, that our Federal 
deficit has now reached the stage where it is 
no longer simply a political issue. It has be- 
come an economic problem of vital importance 
to every man, woman and child in this coun- 
try. Hence, I want to tell you without reserva- 
tions exactly what I think of this deficit pro- 
gram, and where it is leading us.” 

Certainly Mr. Babson was right in declaring that, 
when, what originally may have been but a politi- 
cal issue, becomes an economic problem of vital 
importance to every man in the country, it can no 
longer be considered a mere political issue. 


DUTY AS CITIZENS 


I have referred to these remarks of Mr. Babson 
with the thought in mind of pointing the distinc- 
tion between partisan conduct on the one hand and 
neglect of duty to our depositors on the other. It 
seems to me beyond question that it is our right and 
duty, both as citizens and as bankers, to express 
our honest views as to the effect of measures such 
as the tax on undistributed earnings, such as the 
Banking Act of 1935. such as the NRA, the AAA, 
or the FDIC, and as to the effect of the continued 
policy of unrestrained, undirected, Government 
spending and borrowing. These are not matters 
merely affecting banks. Indeed, most of them at!- 
fect banks but incidentally. They are matters of 
concern to every citizen of the land, and to us as 
citizens primarily, and but secondarily as bankers. 

One other point we should have in mind. It 
was well expressed by Lewis H. Brown in his address 
before the Association at New Orleans last No- 
vember. Mr. Brown said: 

“The confidence of business and industry 
today in our banking system lies largely in the 
belief that the banks that are open today are 
operated by trained bankers. Deposit insurance 
may have some mystic merit in the mind of 
the average small depositor, but those who un- 
derstand the problem realize that having banks 
managed by real bankers is the greatest and 


best insurance for the safety of depositors 
funds.” 


CREDO OF SOUND BANKING 


I believe that to fulfill our obligations to our de- 
positors we must do several things: 

First: We must manage our own banks. Our 
depositors are entitled to know in whom is vested 
the management of the institutions in which they 
deposit their funds. If we are obliged to surrender 
the management of our banks in whole or in part 
to some other person, persons, or agencies, I be- 


| 


— 


By ORVAL W. ADAMS 


Second Vice President of the American Bankers’ Association and Executive Vice President of the Utah State National Bank, Salt Lake City. 


fact 

Second: It is our duty to manage our banks in the 
light of experience, and to the best of our ability 
with a view to safeguarding the funds entrusted to 
us. If we are obliged to abandon practices which 
in the past have proven necessary to the security 
of our institutions and our depositors, we should 
inform our depositors of that fact. Diversification 
in investments and loans, limitation in the amounts 
of loans. insistence upon the self-liquidating char- 
acter of loans accepted by us, the preservation of 
liquidity, all these must be continued or our de- 
positors be informed that we propose to venture 
their funds in disregard of some one or more ol 
these principles 

Third: It is our duty to use our best efforts to 
insure to our depositors a fair return on the funds 
entrusted to us, and when such a return is rendered 
increasingly impossible by reason of conditions be- 
yond our immediate control to inform our depositors 
of such facts that they may intelligently act for 
their own protection 

Fourth: It is our duty to do everything in our 
power to make it possible for us to return to our 
depositors when demanded by them dollars not de- 
preciated by government flat or by excessive gov- 
ernment borrowing. Merely to give 
back the same number of “counters” 
would be to fulfill but a legal, not a 
moral, obligation. When we observe 
forces beyond our control tending to 
render impossible the return of sound 
dollars to our depositors, it again is 
our duty to inform them of such facts 
that they may act in their own pro- 
tection. 

Now just what are we doing, and 
what are our immediate obligations 
to our depositors This year the 
Federal Government will spend some 
nine billions of dollars. About one- 
ninth of that sum will be raised by 
visible direct taxes, taxes that the man 
who pays them realizes he is paying. 
Much of the other eight billions will 
fall as an added burden on the de- 
positor, partly in indirect invisible 
taxes, in greater part through present 
borrowings that will mean taxes in 
future years; and at least 85 per cent 
of the total bill will be paid by the 
poor man and the man of just average 
means. You might say that 85 per 
cent will be paid by the man who 
is not aware he is going to foot the 
bill. 

Have we done our part in making 
these facts clear to our depositors? 
We know the importance of a tax 
conscious voting citizenship. Wwe 
know that the politician will do all 
in his power to prevent the people 
becoming tax conscious, that he will 
do this by borrowing instead of pay- 
ing as we go, by raising revenue 
through indirect taxes wherever pos- 
sible instead of through direct taxes. 

We know that the continuance of 
the present spending and borrowing 
policies of Government can lead to 
but one end, the destruction of the 


+ lieve it is our duty to inform our depositors of that resulted from the low interest poli 


ies of Govern- 
ment, together with the fact that Government is 
today the chief customer for the accumulated func. 
of our depositors? 


Does the average depositor realize that the Gov- 
ernment has become the banker's main customer 
as a result of the accumulated effects of the ex- 
perimental policies of the Administration, of con- 
tinued threats to industry, and of the consequent 
destruction of confidence in the future? 

Does the average depositor understand that con- 
tinued borrowing and continued unbalanced bud- 
gets lead to the one inevitable end of uncontrolla- 
ble inflation? Do our depositors understand that 
they are the creditors and the banks the debtors? 
Do they understand that when the Government re- 
duces its own debts by inflating the currency, it 
aiso reduces the debts of the banks to the dcposi- 


tors. renders impossible the return by the banks 
to the depositors of such dollars as were entrusted 
by the depositors to the banks, destroys not only 


the carning value of the depositors but destroys 
aiso in large part the principal of the deposits? 
Do our depositors understand thai the seemingly 
plump and wholesome condition of the banks does 
not reflect health but bloat: that excess reserves 


represent in principal part of the purchase of the 
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ties. Our judgment has been sought. It has been 
assumed that we owed a duty to our depositors to 
advise with them respecting matters supposed to 
be more within our knowledge than within the 
knowledge of the average business man. 

If such a duty was ever owed, then today it is 
in peculiar sense imposed upon us by reason of 
the present condition of affairs in this country. 
We cannot justify ourselves in neglecting this duty 
by any plea that so to act would subject us to a 
charge of partisanship. 

As bankers we recognize that there are certain 
basic truths that have withstood all the fiery heat 
of experience; that they are free of all dross; that 
they persist. As bankers, we have learned that 
certain fiscal policies are inherently sound or un- 
sound. constructive or destructive, irrespective 
of who may advocate or who may oppose them, no 
matter how intense public clamor may be for or 
against them. 

We know that fundamental principles in all 
realms of activity—physical, spiritual, mental, moral 
and economic—cannot be abrogated or even sus- 
pended by the whims or edicts of men, no more 
than we can stay the operation of the laws of gravi- 
tation. 

As bankers, we are not concerned in partisan is- 

we sues. It matters not to us by what 

“@ party results are accomplished, but it 
does matter to us that sound princi- 
ples be applied in government; that 
the teachings of history be not utterly 
ignored: that the principles upon 
which this country has been built be 
preserved. 

Some things we can do. We can 
go to our depositors with the facts. 
We have their names and addresses, 
many of them we know personally. 
We can and should give them the 
whole story. 

Why don’t we tell them that the 
Federal Government has been enabled 
to indulge in its wild orgy of spend- 
ing, because we, the bankers of Amer- 
ica, have loaned it the money that 
was placed with us for safety and 
sound investment by the wage earn- 
ers, the professional men, the clerks, 
the widows, the domestics, the farm- 
ers, and all others who live within 
their means and save? 

Why don't we tell them that the 
Federal Government came direct to 
us and got the money and got it upon 
the Government's own terms? Why 
don’t we remind them that it wasn't 
the bankers’ money but the people's 
money? Why don't we explain to 
them our reasons for making such 
loans? 

In the past we invested in Govern- 
ment bonds because we had been ac- 
customed to think of such bonds as 
the safest of investments. Today we 
cannot explain our continued invest- 
ment in such bonds upon any such 
ground. The explanation is rather to 
be found in the fact that in common 
with every other line of business the 
banks suffering from a world-wide de- 
pression were relieved through the 
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savings of our depositors. It is our duty to do what # obligations of Government and the credits created «4 aid of the Reconstruction Finance Corporation; 


we can to make the people tax conscious, to show 
our depositors that visible taxes are but a trifling 
portion of the real tax burden, to show them not 
only the extent to which invisible taxes cut into 
their carnings and their savings, but also to show 
them how they are further taxed as truly as though 
such impositions were called taxes by the low in- 
terest policies of government and by competition 
of Government with banks. 


BANKS AND FEDERAL BONDS 


The depositor as such has refused to purchase 
Government bonds. Does he know that in the past 
year five out of every six dollars of the new moneys 
borrowed by the Federal Government have been 
borrowed from banks? 

Banks today hold obligations of the Government 
totaling some three times their aggregate capital. 
A drop of even ten points in the market of such 
bonds would wipe out 40 per cent of the capital 
of the national banks of the country. We know 
that the present market for bonds of the United 
States is an artificial market. We know that there 
could be no sale of the bonds held by us except to 
other banks. We know that the very occasion re- 
quiring a sale of Such bonds by us would require a 
sale of such bonds by other banks. Yet, as a whole, 


we continue to purchase the obligations of Gov- 
ernment. 


But this is not all. The average depositor relies 
in part upon the security afforded through insur- 
ance of depositors in the FDIC. But does the 
average depositor know that that corporation, to 
protect his depositors, holds total assets of some 
$340,000.000, of which about $320,000,000 consist of 
bonds of the United States? To put it bluntly, the 
primary function of the FDIC today is to protect 
banks against the risk of loss resulting from de- 
preciation in bonds of the United States, and this 
it accomplishes through 


the ownership of such 

bonds itself 
Does the average depositor realize that apart 
from such assets the FDIC has but the banks 


to look to to the extent of thelr annual assessments, 
and that today ability to pay such assessments resis 
primarily upon the continuance of the present high 
market for bonds of the United States? 


EFFECT ON INTEREST RATES 

Have we made it clear to our depositors that the 
reduction of more than one-half in the returns 
paid on their deposits has necessarily and directly 


in favor of Government upon such purchases? 
They do not, and it is our duty to endeavor to 


the best of our ability, to make these facts clear 
to them. 


WHAT FDIC INSURANCE MEANS 


Does the average depositor understand that by 
insuring deposits in the FDIC, what the govern- 
ment has really done is tantamount to insuring 
itself against threatened lack of funds, to discour- 
age the depositors of America from resorting to 
the old practice of hiding their savings in a wool 
sock, to coax out this money from its hiding place 
and bring in into the vaults of the banks where 
it can be made easily accessible to the Federal Gov- 
ernment? The FDIC cannot insure against loss of 
earnings through unavoidable reductions in inter- 
est rates, nor against loss of principal through in- 
flation. 

Does the average depositor realize that with in- 
creased centralization of power has come a loss 
of the proper sense of responsibility for spending 
the moneys of the people; that history is repeating 
itself and a group securing control of a one time 
democracy are entrenching themselves in power 
by subsidizing a portion of the electorate? 

Does the average depositor realize that the Ad- 
ministration is steadily engaged in making perma- 
nent that which was originated to meet a tempo- 
rary emergency, and that instead of reducing ex- 
penses or balancing budecets or encouraging a revival 
of industry, further and greater charges are placed 
upon industry? 

The action of the Reconstruction Finance Cor- 
poration in reducing interest rates, following within 
a day or two by the action of the Federal Reserve 
Board in increasing reserve requirements tells the 
story of the determination of the Administration 
to prevent any return to normal channels of financ- 
ing industry; its determination to preserve for 
the use of Government the resources of the com- 
mercial banks; to prevent such resources from 
finding another market 


OLD RULES STILL SOUND 

Does the average depositor realize what burdens 
upon him, both direct and indirect, lie in the 
Social Security Act, the cost of which may 
well exceed the entire tax burden imposed upon 
the people of this country but a generation ago? 

In years past we liave been considered as busi- 
ness leaders and advisors in our several communi- 
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that thereafter that corporation became the prin- 
cipal preferred stockholder in some 6,000 banks; 
that because of policies of the Administration the 
ordinary markets for our funds have been lost to 


us, and that the Government is today our chief 
customer. 


NEED OF BALANCED BUDGET 


You need not be told that private enterprise carn- 
not compete with tax supported governmental 
agencies; that the existence of such agencies re- 
Stricts the field for private enterprise; that you 
cannot loan money in competition with Govern- 
ment. 

Likewise, you need not be told that business can- 
not function without a knowledge of costs and 
market. Today business is without such knowledge 
It cannot anticipate what is going to happen, what 
Neld will be left to it, what its costs will be directiy 
in the conduct of its business, and indirectly in the 
proportion of the expenses of Government to de 
saddled upon it. 

That is why businessmen of experience and abil- 
ity hesitate to borrow, and in fact, refuse to borrow 
money. 

There is no incentive for them to increase their 
obligations. They hesitate to add to their respon- 
sibilities. In the aggregate, they are marking time, 
waiting to see what is going to happen. We cer- 
tainly know today, as we never knew before. that 
there is such a relation between Government and 
business, that only under a sound Government can 
business prosper. We know today that only in a 
balanced budget for Government lies the possibility 
of a true restoration of business. But do our de- 
positors appreciate this? Can we not help them to 
a correct understanding of this basic truth? 


SEES INFLATION HERE 


Wrong thinking leads inevitably to harm. The 
Administration is given to pointing with pride to 
the increase in bank deposits which now total 
nearly 50 billions of dollars. Is it not our simple 
duty to explain that such increases mean little but 
bank credit inflation, the effect of which it is dif- 
ficult to distinguish from paper currency inflation? 
Both represent merely the credits to Government 
on the purchase of I O Us of Government. Sub- 
Stantially by the amount of such increase of de- 
posits credit has increased over norma] business 
demand, and therefore inflation has occurred. 

I have referred to the purchase of Government 


+ bonds by banks, and to the holding of such bonds by 


the FDIC. A further fact should be noted as reflect- 
ing the misuse of instrumentalities intended to serve 
the purposes of industry: Of the total bills and se- 
curities now owned by the 12 Federal reserve banks, 
more than 98 per cent consist of obligations of the 
Federal Government. In 1926 this percentage was 
approximately 27. 


Does the depositor realize that he represents the 
creditor class of this country; that In the aggregate 
the small holdings fiake the large total: that for all 
practical purposes the wealthy men may be ignored 
when we are considering the effects of the policies of 
government? Does the average depositor realize 
that when the Government reduces its debts by in- 
flation it also reduces our debts to him, and the 
debts of the insurance company to him, and to that 
extent destroys the worth of his savings? 


With the banks stuffed with the obligations of 
Government, with their operations fortified by the 
resources of the Federal reserve banks, which in 
turn are likewise loaded with such obligations, 
with their desPosits insured by the FDIC, 
the resources of which consist almost en- 
tirely of obligations of the Government, is not the 
Situation one which should be brougat to the know!l- 
edge of the man who must foot the bill? Can we 
justify, can we even excuse, ourselves for delaying 
longer in using every faculty and every power at 
our command to bring these facts to the knowledge 
of our depositors? To my mind there can be but 
one answer. 


THE “PLANNED ECONOMY” 


Fundamentally, this country is sound. Our 
troubles are self-made. We are simply off balance. 
We are ignoring the balances set up by the Consti- 
tution. We are ignoring the balance that comes 
from free inter-play of the ideas and idependent ac- 
tion in business. We are substituting for all this 
the ideas of a small group of men to whom are en- 
trusted the powers heretofore exercised by the 
many. 

This is what is called “planned economy”, per- 
haps the oldest thing in government, and the escape 
from which has been the boast of English Speaking 
peoples, and particularly of Americans. 

Those in authority in government assume today 
that a part is greater than the whole, that some few 
men can better @irect the affairs of the whole people 
than can the whole people. They assume that the 
lessons of history are meaningless or else misiead- 
ing. They are convinced that initiative is vicious, ex- 
cept when exhibited by an elected officer or an ap- 
pointed bureaucrat. 

They affirm day by day that the very idea of local 
self-government, whether in public or private af- 
fairs was wrong. They affirm that organization 
should be from the top down and not from the bot- 
tom up. They believe that nothing can be too big or 
too powerful provided it can be conceived and con- 
trolled by the Federal Government, but the other- 
wise size is vicious, growth must be prevented. 


Today they are trying to do two things. They 
are trying to restore industry, to get business func- 
tioning normally and employing the usual percent- 
age of the people, and at the same time they are 
trying to bring about what they call reforms. 

They are demanding that business exhibit confi- 
dence in the future, assume obligations, employ 
more men, and so “relieve” the Federal Govern- 
ment. At the same time they are adding day by 
day to the numbers on the public pay roll, wrapping 
more and more red tape about industry, demanding 
more and more that it be guided not by trained 
management, but by public officials. They pile tax 
upon tax and marvel that industry does not re- 
cover. 


THE LESSONS OF HISTORY 


Experience taught our ancestors that responsibil- 
ities lessened with distance, and that you got more 
for your dollar if you knew the man who was spend- 
ing it, and if he knew that you were watching him 
spend it. 

Experience demonstrated that in private life, as 
in public life, too great a concentration of power 
was dangerous to individual freedom of action, and 
consequently there were enacted laws imposing 
necessary regulations and restrictions upon large 
aggregations of capital. 

Now, let us stop and consider a minute where we 
were back in those “horse and buggy days”—those 
days when we were content to believe that we had 
not suddenly been endowed with supreme wis- 
dom, unknown to our ancestors, or even to ourselves 
a week before, but when we still supposed that, like 
the other animals, we were creatures with a long 
history behind us of steady growth and develop- 
ment, and that in that history were to be found 
the basic rules of conduct, when we believed that 
such rules might be improved upon, and when 
we steadily endeavored, with the use of all the brain 
of all the people, to improve them, but before it 
had occurred to us that we could advance by 
scrapping everything that had been learned in the 
history of the race; where, in other words, we were 
before we were suddenly blessed with supreme wis- 
aom derived not from experience, but from mis- 
guided, impractical theorists. 

So far back as history records, those in control 
of Government credited themselves with a superior 
wisdom and endeavored to regulate the affairs of the 
people. The further b.ck you go in history the 
greater this control, the greater “planned economy.” 

The history of the English speaking peoples is the 
Story of the fight to escape from this control and 
to render impossible its recurrences, to permit the 
individual the fullest possible freedom of action 
to develop himself. Experience taught our an- 
cestors that you could not have this independence 
if you had too great a concentration of powers in 
government. That is what brought about the di- 
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+ STATES WARRING ON GAS TAX EVADERS 


‘TATE as well as Federal tax offi- 

cials are facing a comparatively 
new enemy—gasoline tax evasion. 
The American Petroleum Institute 
reports that already revenue losses 
have resulted in 12 States from this 
condition, and there fear the 
trouble is spreading to other high- 
tax States. 


is 


Mississippi is continuing its in- 
vestigation of the matter, while 
court action is being pushed where 
investigators have succeeded in ac- 
cumulating evidence of serious vi0- 
lations of the gasoline tax laws 
Tennessee, which like Mississippi is 
measuring its revenue losses in the 
millions, also is pushing prosecution 
of violators 

Colorade has added 19 more pa- 
trolmen to its road patrol to check 
tax-free gasoline coming into the 
State from Kansas, Oklahoma, and 
Wvryoming. There is under consid- 
eration a proposal to bond all dis- 
tributors who import gasoline 

Three special investigators have 
been appointed by Indiana to de- 
vote their entire time to investiga- 
tions of gasoline tax refund claims, 
while Pennsylvania has stationed a 
patrol of 50 men along 
York border since New York 
duced its gasoline tax rate 


re- 


Authorities of several States are 
concerned about the night unload- 
ing of gasoline. Kansas has imposed 
fines to check it, and other States 
are investigating night deliveries as 
a possible source of substitution of 
lower grades of gasoline and tax 
evasion 

Illinois and Kentucky officiais are 
cooperating in several investigations 
of suspected tax evasion. biending, 
and substitution South Dakota, 
which has been checking shipments 
of gasoline from Wyoming skim- 
mining plants, has been fining re- 
finery operators and distributors for 


“If Our 
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By ORVAL W. ADAMS 


vision of the powers of Government 
between the executive, legislative 
and judicial. That is what brought 
about the separation of church and 
Stale. 


ORIGIN OF OUR GOVERNMENT 

Experience also taught our ances- 
tors that effective organization, or- 
ganization which served the people 
and which did not dominate the 
people, had to come from the bot- 
ton up and not from the top down. 
That is what established our local! 
governments, our State govern- 
ments, and our Federal Govern- 
ment. The Federal Government did 
not set up the States, the counties, 
the cities, the towns: on the con- 
trary, the people established these 
units, restricting and limiting the 
powers entrusted to them as they 
progressed, from the smaller to the 
largest, and leaving to the latter, or 
believing that they had left to the 
latter, only those matters of true 
national concern 

Now, whatever we may think ofl 
all this, we cannot avoid recogniz- 
ing that it worked better than any 
planned economy ever worked. It 
brought about a standard of living 
higher than had ever been known 
upon this earth before. It made 
possible to the common man com- 
forts of life unknown to the rulers 
of kingdoms of but a few genera- 
tions ago. If we are to abandon 
this and to assume that progress 
is to be found only by discarding 
the fruits of experience, let us least 
do so knowingly, and let us not be 
fooled in what we are doing: and 
let us talk it over with our deposi- 
tors. Do not leave them to hear 
but one side of the story. 

If banking is to become a Gov- 
ernment monopoly let it be because 
we have determined that that is 
best for the country. Do not let 
it happen because we shut our eyes 
to the successive steps taken by cer- 
tain men in the Government to 
bring about this result. Let us 
clearly recognize that just as State 
rights are being destroyed by en- 
croachments of the Federal Gov- 
ernment, by what amounts to coer- 
clon and by unjustified gratuities, 
Just so are thre foundations of inde- 
pendent banking being sapped by 
the successive encroachments of 
Government upon the functions of 
the banker and the increasing con- 
trol by the Federal Government of 
the operations of the banks. 


WHEN A BORROWER DICTATES 

Let us not forget that when the 
borrower dictates the policies of the 
lender the business of the lender 
will be conducted in the interest of 
the borrower and not in the interest 
of the lender. 

Let us not subject ourselves to the 
just criticism of our stockholders, 
our depositors, and the public, by 
ignoring the rules which the past 
has demonstrated to be essential to 
the safeguarding of the moneys en- 
trusted to us. Do &ny of us believe 
that there is no longer a need for 
diversification in our investments; 
that we can safely lend to one bor- 


the New. 
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Widespread Attack On Growing Problem— 


Social Security Plans—New Legislation 


failing to comply with State re- 
quirements. There is an additional 
inspector on the Nerth Dakota- 


South Dakota border to check move- 
ments of gasoline by tank truck. 

A Minnesota distributor who has 
transported gasoline into Wisconsin 
has been required to pay Federal 
taxes. Officials of Wisconsin are 
planning action against a distribu- 
tor for delinquent State gasoline 
taxes, and 20 farmers and tank 
truck drivers have been fined from 
25 to $125 each for evading the 
gasoline levy by filing falsified re- 
fund claims. 

Alleged thefts of gasoline from 
pipe lines to the extent of 1,000 
gallons a day are being investigated 
in Wyoming. 


SOCIAL SECURITY GRANTS 

Authorization of Federal grants 
totaling $3.843.429.50 to nine States 
to cover the Federal share of their 
expenditures for public assistance 
during the period July 1 to Septem- 
ber 30 was announced Aug. 4 by the 
Social Security Board 

These States are among the 38 
jurisdictions which now have one 
or more of their public-assistance 
plans approved by the Social Se- 
curity Board and are, consequently, 
receiving Federal funds to aid them 
in providing monthly cash payments 
for their needy aged, needy blind, or 
needy dependent children. In the 
case of aid to the aged and the blind, 
the Federal Government pays ap- 
proximately half the cost of as- 
sistance, and in the case of aid to 
dependent children, it pays approxi- 


rower to the very limit of our re- 
sources? Do we not all know that 
the limitation on loans to one bor- 
rower was not made applicable to 
Government simply because experi- 
ence had taught the necessity of so 
applying such limitations? 


Let us not forget that to the ex- 
tent that Government uses its credit 
to establish institutions competitive 
with banks it weakens its capacity 
to afford relief in an emergency, 
and that to the extent of such com- 
petition in normal times banks are 
reduced in their capacity to carry 
on. Competition of Government 
with business in normal times nec- 
essarily weakens private industry. 
and likewise reduces the capacity 
of Government to afford relief in 
abnormal times. This is one of the 
penalties for permanent intrusion 
of Government into business. 


TAX CONSCIOUS VOTES 

We must recognize that our de- 
positors do not understand nor rely 
upon the set-up of the FDIC to pro- 
tect their deposits. Their reliance 
is upon our Management, and upon 
the credit of Government, and the 
belief that Government is back of 
the banks in insuring their deposits. 
As Government credit is weakened, 
just so will this confidence be weak- 
ened, and just in proportion to our 
holdings of Government bonds will 
our capacity to meet the demands 
of our depositors upon us be weak- 
ened. 

We know the importance of a tax 
conscious voting citizenship. We 
know that if our depositors under- 
Stood the extent of the obligations 
being foisted upon them, they would 
rise in their might and in their 
numbers demand that an end be put 
to the continued borrowings of Gov- 
ernment. 

We know that by continuing to 
purchase Government bonds we are 
destroying the worth of the sav- 
ings of our depositors. We know 
that the continuance of the present 
policies of Government can lead to 
but one end. We know that they 
are not restoring real life to indus- 
try, but are merely giving tempo- 
rary relief at the cost of permanent 
injury. We know that the money 
spent today to bring about the ap- 
pearance of prosperity is a charge 
upon the future 

We know that the continued ac- 
cession of power to the Federal Gov- 
ernment must lead ultimately to the 
destruction of the constitutional 
rights under which private initiative 
has had a field of action. We know 
that it is not too late to act. The 
power to shape our course, to put 


an end to the evils that beset us. 
Still lies with the depositors of 
America. They are our finest citi- 


zens and constitute the strength 
and backbone of our country. Give 
them the facts, and you may trust 
to the soundness of their heads and 
hearts. 

Opportunity for unusual service 
comes only in great crises. Leader- 
Ship at such times calls for both 
wisdom and courage. Not in our life 
time has there been such oppor- 
tunity for service by bankers as now 
exists. The danger is grave and 
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Depositors Only Knew!” 


mately one-third the cost of the 


State’s program. 

The States sharing in the grants 
announced the number of persons to 
be aided, as estimated by State of- 


ficials, are shown in the following 
table 

Maryland ...aged.. $326,025 12.275 
blind 17.325 600 

children 178.250 15.700 
Utah aged... 181.125 5,000 
= blind 11.812 300 

children 68000 5500 
Oregon blind 11812 300 
Ohio aged 1.846.864 87.000 
New Jersey children 443.919 39.560 
Pennsylivia blind 408.712 #8800 
Nebraska ..children 19.115 7800 
Idaho aged 29778 
blind... 7.772 250 

children 62.159 4500 
New Mexico aged.. 7250 5.295 
“ . blind 96 587 
children 22910 2577 


Maryland has received a total, in- 
cluding today’s grants, of $1,159,109 
in Federal contributions. Utah has 
received $714,670 since its three | 
plans were approved in March. 

Previous Federal grants bring the 
contributions to Oregon to $889,875. 

Ohio has received a total of $5,- 
599.164.82 to match its own expen- 
Gitures for aid to the needy aged 
during the eight-month period, Feb. 

1 to Sept. 30. 

Pennsylvania has received $1,041,- 
082.37 of Federal funds for aid to 
the needy blind to cover the same 
period. The State recently sub- 
mitted a plan for aid to the needy 
aged, which, when approved, wiil 
entitle the State to Federal funds 
for this form of assistance as well. 

Nebraska has also been receiving 
Federal funds for aid to dependent | 
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imminent, yet the people can be 
trusted to act rightly in their own 
interests if we give them the facts. 

Complaint is made that in 1929 
we were silent when we should have 
spoken. The danger now is far 
greater than then. Let us not make 
it possible for history to record that 
in this supreme hour the bankers 
of America, out of silence induced by 
fear, failed both their depositors and 
their country. When the future of 
the nation and the welfare of its 
people are involved mere party 
politics sink into insignificance. The 
issue is no longer one of mere par- 
tisanship, but of simple honesty and 
genuine patriotism. 
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$142,203.95 having been granted the 
State for this form of assistance 
through Sept. 30. Idaho has re- 
ceived $802.846.29 of Federal funds 
to cover all three forms of public 
assistance during the eight ménths 
ending Sept. 30 . 

New Mexico has been receiving 
Federal aid since April. The State 
has on hand a balance of Federal! 
funds remaining from a previous 
allotment, Which gives a total of 
$83,396.25 for aid to the aged and 
$13,867.87 for aid to the blind, July 
1 to Sept. 30 


IN THE LEGISLATURES 
JENNSYLVANIA’S legislature 
ended August 7 a stormy 94-day 
special session after agreeing on a 
tax program to raise 45 million dol- 
lars for unemployment relief and 
5'2 million dollars for social security, 
flood control and other purposes. 
During the last two weeks of the 
session, hunger marchers besciged 
the Senate galiery, noisily insisting 
on enactment of the relief tax meas- 
ure. 


‘THE third special session of the 
23d Idaho legislature closed last 
week. It was the fifth such special 
session since Governor Ross took 
office. Appropriations totaled $551.- 
000, chief of which was $400,000 for 
relief to be raised by sales tax. 
Other main business of the session 
Was passage of a bill to permit the 
State to participate in Federal’ un- 
employment insurance benefits. 


The legislature of Miinois recon- 
vened in special session Aug. 4 after 
a recess of six weeks. Presented to 
it were three measures, which, if 
adopted, would furnish funds to 
supply relief needs until Jan. 1 
when the next general assembly 
meets. The proposed legislation 
provides: 

Appropriation of $6,000,000 to the 
Illinois Emergency Relief commis- 
sion to help pay the costs of relief 
administration; a companion bil! 
providing that the cost of relief may 
be paid from sales tax funds: rais- 
ing the State's relief allocation to 
counties from $2,000,000 to exactly 
one-third of the sales tax collections. 


NEWS OF THE STATES 

Montana would check State Legis- 
lators doubling in State jobs. The 
State board of examiners, consistinz 
of the Governor, the Secretary of 
State and the Attorney General, has 
announced that after August Ist it 
will not approve payment of State 
job salaries to any member of, or 
candidate for, the State Legislature. 


Recommended to the State Asso- 
clation of lawyers in Washington 


at the annual meeting at Mount crime in which 


Rainier last week was a resolution 
that punishment by lash be restored 
in the State’s penal system. The 
resolution, if adopted by the 1937 
legislature, would give a judge dis- 


in 


weapons were used. 


Prosecutors of more than 50 cities 
many States 
week at Northwestern University’s 


force or deadly 


scientific devices effective in the trial 
of criminals. 


The assembly of Colorade last 
week went on record supporting «a 
proposed amendment to the State 


assembled last 


cretion to order whipping for a crime detection laboratory for a constitution providing a minimum 
criminal twice convicted of fel- | week's course of lectures and demon- old age pension of $45 a month to 
onies or following conviction of a | strations designed to make new all persons more than 60 years old. , 


His if vacation time. 


Millions of people are 
y. Other millions are getting 
r trips—to mountains 
nd lakes—to the 


lands. 


awa 
ready fo 
and seashore 
country or to foreign 
Distance doesn’t matter an) 
more. Your family may he seat 
tered temporarily to the four 
winds—children at camp, mother 
visiting back home, father at the 
office—but all may be reunited, 
instantly, by the simple calling 
of a number. You are always 


near by telephone. 


OVERSEAS telephone rates to mos 


The telephone helps in many 

ways to make your vacation 

happy and carefree. Say the 
word and it will run down to the 
store and do your last-minute 
ing. Stop off at the rail- 
or steamship office for 
exerve hotel ac- 


Say good-bye to 


shopp 
road, bus 
information. 


commodations. 
or carry word of arrival. 


Day or night you can be many 
places—quickly, effi- 
ciently, and at small 


cost—by telephone. 
BELL TELEPHONE SYSTEM 


t countries now reduced 


friends 


THE VIENNESE ROOF ATOP THE FAMOUS ST. REGIS HOTEL IN NEW YORK 
duplicates the resplendent ballroom of the Imperial Summer Palace in Schonbrunn, Austria. A 


CHAMPION DIVER. Mickey Riley says: 
“Camels help my digestion. 1 enjoy them 
at my meals and afterwards. Boy, Camels 
have a great taste!" Camels never get on 


model of decorative taste and justly famous for the excellence of its choice dishes, The Viennese 


Roof is a favorite rendezvous of those who wish to escape from the summer heat and enjoy 


themselves in cool and charming surroundings. Here at the Sc. Regis, as at other fine dining 
places from coast to coast, Camels are the preferred cigarette. “Our patrons understand the art 
of dining well,” says Lawrence, deft maitre d'bétel of The Viennese Roof. “You can see Camels 
on nearly every table. They certainly are the most popular cigarette at The Viennese Roof.” 


your nerves—never tire your taste. 


S$ EVERY Camel smoker knows, Camels at mealtime help 

to create a cheery sense of well-being. You eat with relish 

—digest with greater ease. Camels increase the flow of diges- 
tive fluids...alkaline digestive fluids...in a pleasant way. 


Like Frank Buck, Lee Gehlbach, Mickey Riley, Bill Tilden, 
Tony Manero, Willie Hoppe, and millions of other discrimin- 
ating smokers who prefer Camels and recommend them, you 
too will find Camels an enjoyable aid in easing the tension of 
modern life. With their “lift”...cheir aid to digestion...and 


Ceoprright, 1906. BR. J. Reyecidse Tebecce Company, N.C. 


their mild, 


rich flavor, Camels do indeed set you right! 


Each Camel at mealtime adds its measure of cheer 
... Stimulates digestion...increases alkalinity. So__ 


MRS. NICHOLAS PENNIMAN, Il, charming 


Baltimore hostess. 


“I enjoy Camels,” she says. 


“Camels taste so good and they help digestion too.” 


machine 


“LIKE SO MANY OF 
THE GIRLS, I prefer « 
mild cigarette— Camels,” 
says Miss Frances Morel, 


operator. “I 


smoke Camels with my 
meals and after them too. 
They are swell!” 


COSTLIER TOBACCOS 
Camets are made from finer, MORE 
EXPENSIVE TOBACCOS —Turkish and 


NEW HOLLYWOOD RADIO TREAT! Camel 
Cigarettes bring you a FULL HOUR'S ENTER- 
TAINMENT! Beany Goodman... Nat Shilkret... 
Rupert Hughes, Master of Ceremonies... Hollywood 
Guest Stars. Tuesday~8:50 pm E.S.T. (9:30 pm 
E.D.S8.T.), 7:30 pm C.S.T., 6:30 pm M.S. T., 
$:30 pm P.S.T. over WABC-Columbia Network. 


AMERICA’S NO. 1 
TEST PILOT—Lee 
Geblbach does his dar- 
ing “power dive.” After- 
wards he eats heartily — 
and smokes Camels. Lee 
says: “Camels keep my 
digestion tuned up. 
And they don’t frazzle | 
<@ 


— FF Win 
wy YV hie 
Yfy Y | 
| 
chiiaren since February. a total of 
= 
| 
| 
4 ~ 
| 
Sake... Smvke Ca 
J | AY Domestic —than any other popular brand 


The United States News 


WHAT ‘AVERAGE WAGE’ MEANS IN DOLLARS 


i seems to me that the crux of 

the labor problem in this coun- 
wy or any country is wages. And, 
no matter how complicated profes- 
sional economists can become on 
this subject, a wage is something 
that is so simple that even an illiter- 
ate person can define it 

A wage is the amount of money 
that a worker gets for the time and 
effort he puts into a job 

When I read a table of figures or 
a volume of statistics, I usually get 
intellectual indigestion. The statis- 
ticlans and economists give me the 
impression of being in a conspiracy 
to keep us from knowing exactly 
what the situation is, and when I 
get into an argument with one of 
these bricht fellows. I always seem 
to break up the party by asking 
a few simple questions 

“Exactiy how 
worker get in money?” 

How much in 
cents?” 

How much does he turn over to 
he missus at the end of the week?” 

When it comes to “weighting” and 
“adjusting” and the difference be- 
tween cash and “real wages,” it all 
appears to be very erudite and im- 
pressive but it does not stick to the 
point, which is: How much is it in 
money? 


ESTIMATING “AN AVERACE” 
Now, when you want figures on 
waees, you go to The Monthly La- 


does the 


is it dollars and 
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‘One Analysis of Figures That Compare Earn- 


ings in the Different Industries 


By GEORGE E. SOKOLSKY 
Economist and International Journalist 


bor Review and the figures issued 
by the Bureau of Labor Statistics of 
The Department of Labor and the 
Census of Manufacturers and the re- 
ports of the National Industrial 
Conference Board. You cither get a 
weekly average or you calculate 
their figures to find one. Sometumes 
they ball you all up by what they 
call “weighting” which seems to 
mean taking into account all the 
factors. some of which may not be 
obvious 

Now. we set out to get the weekly 
wage. But this is a bit wrong, be- 
cause few workers in manutfactur- 
ing industries work 52 weeks a year 
If they work 40 full weeks a year 
in these years, they are doing well 
Therefore, the wages for actual 
working time are higher than the 
average for the year would show 

Then, the average wage does not 
tell how many get more than the 
average and how many less. That is, 
you know, even if you only got as far 
as the eighth grade, that some get 
more and some get less to Make an 
average. But it would be interes'- 
ing ‘o know how many persons are 
involved in each class 

The statisticians, however 
that if the figures are all calculated 
by the same method, the answer is 
honest, particularly if a comparison 
is being made 


insist 


Now, the object of my comparison 
was to discover whether those who 
belonged to the trades which are 


dominated by the various unions in 
the C. I. O., headed by John Lewis, 
get more money for their work than 
those workers who are employed in 
steel, rubber and automobiles 


OLD TIME HAND INDUSTRIES 

I may be a mercenary devil, but I 
cannot help feeling that what I 
would want to know, if I were work- 
ing in an automobile plant and an 
organizer came my way and wanted 
me tc join one of Mr. Lewis’ unions, 
would be: “How much do I get? 
What is it in dollars and cents?” I 
would like know whether a 
worker in Sidney Hillman’ union 
ects more moncy than I get 

I remember relatives of mine who 


fo 
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VITALIS AND THE “60-SECOND WORKOUT” 


00 MANY men stand by helplessly 

while their hair is mistreated in 
the summer! Hot sun bakes away nat- 
ural, necessary oils and leaves hair 
brittle and lifeless. Then, if there's 
any thing left of these oils,it's drenched 
out by swim or shower bath. 

Your hair needs help—and you're 
the one to give it. Start the famous 
Vitalis “60-Second Workouts” today. 
Massage Vitalis deep down to the 
hair roots, down in the scalp where 
hair-life begins. Replenish natural oils 
with the pure, clean vegetable oils of 


Vitalis. Give your hair a new start 
towards health and handsomeness. 

Now, comb your hair. The part is 
straight as a die—every hair's in its 
place. Lustre? It’s rich and good-look- 
ing—not at all like “patent leather.” 
And there's no loose dandruff to ruin 
your appearance. 

Your hair's got to have assistance in 
its fight against sun and water! Stop 
it from getting dry, dull-looking and 
brittle. Get a boule of Vitalis at your 
nearest drug store. Start giving your 


hair a helping hand today. 


@ 50 SECONDS to rub—natural oils 
are restored, circulation quickens, your 
bai takes on oew life. 


@ 10 SECONDS to comb and brush— 
your hair looks rich, lustrous, but with 
no “patent-leather’’ look. 


VITALI 


KEEPS YOUR HAIR 
HEALTHY AND HANDSOME 


were knee-pants workers when I was 
asmall boy. A knee-pants worker 
in those days had to own his own 
sewing machine. The boss provided 
the premises, got the cloth and the 
orders, but the worker owned the 
machine. When the workers struck 
they would pull out their machines 
and take them home on pushcarts. 
And they never made much money. 
The union did a good job when they 
forced the boss to own the sewing 
machines. There are lots of good 
jobs that the unions did in the 
needle-goods industries 

But when we discuss mass produc- 
tion industries, we are dealing with 
altogether a different category of 
labor. For instance, no worker can 
be asked by an employer to provide 
part of a conveyor belt or a strip 
mill. In mass production industries 
most of the problems are different 
from the employer-employee rela- 
tions which arise in the needle in- 
dustry—in millinery, in ladies’ 
waists, in cloaks and suits. 


WAGES IN MASS INDUSTRIES 

In the mass production indus- 
tries, the salient problems are wages, 
hours, seniority. And wages involve 
overtime and hours involve vaca- 
tions. And of all these problems, it 
scems to me that wages come first. 

Now. I find that in the three mass 
production industries, the average 
weekly wage for the year from April, 
1935, to the end of March, 1936, is: 


2794 
23.66 


Now that gives us something to go 
by. I take a year instead of a month 
or any one week, so that no par- 
ticular good or bad period is pulled 
out of the hat to make a point. 

After we get this figure, let us take 
the principal industries in which the 
C. 1. O. claims a dominant influence. 
I was a bit surprised to find the pe- 
troleum industry in my list because 
I know that most petroleum work- 
ers are employed in companies in 
which employee representation 
plans predominate. Nbpvertheless. 
Iet us take what we find and the 
devil catch the hindmost! 


WAGES IN C. I. O. INDUSTRIES 


The following list of wages ‘year 
average of weekly wages) shows 
where the members of C. Ll O. 
unions get off: 

Anthracite coal mining ......$26.80 

Bituminous coal mining ...... 20.29 

23.30 


Mining and quarrying of non- 
1 


02 
Men's clothing 18.43 
Women's clothing ............ 18.53 
Book and job printing ... . 27.80 
News and periodical printing. 33.37 
16.14 
Petroleum refining ........... 28.15 
Petroleum producing ........ 28.89 
Hat manufacturing .......... 23.06 
Millinery manufacturing ..... 20. 

lass, stone and clay products. 20.97 


But I must make this point or T 
shall be accused by the statisticians 
of not knowing how to figure: The 
anthracite figures were worked out 
on an average of 75.268 men on the 
pay roll, while the bituminous coal 
workers averaged 350,892 workers on 
the pay roll. These figures are cal- 
culated from the Department of 
Labor index of Employment. I hate 
index2s and wonder why the statis- 
ticlans do not give us exact figures 
instead of jiggers which force us to 
figure back to wnat they had in the 
first place. 

But the index shows that there are 
nearly five times as many men in 
bituminous mining as in anthracite. 
And the anthracite workers are well 
paid, but the bituminous workers are 
badly paid. And if one analyzes the 
pay of the workers in the entire 
coal mining industry which is domi- 
nated by the United Mine Workers, 
the weekly average only amounts to 
$21.44, which is iower than the av- 
erage weekly pay in any of the mass 
production industries. 


LIGHT AND HEAVY LABOR 

One of the usual arguments in this 
discussion of wages is that light 
work and heavy work are not to be 
compared: that work involving 
women and children and work in- 
volving men are not to be com- 
pared; that Northern wages and 
Southern wages are not to be com- 


pared. There is much truth in that. 


But in the tables I have used, I 
have tried to compare two cate- 
gories: 1. Industries in which the 
C. I. O. is important; 2. Mass pro- 
duction industries which they desire 
to conquer. 

In the first category, we have just 
aS heavy and Northern industries as 
in the second. For instance, a bi- 
tuminous coal miner in West Vir- 
ginia according to these figures will 


averaze $20.29 a week and a steel] 


worker in West Virginia will average 
$23.66 a week. And the two may be 
brothers and live in the same house. 

I do not say that $23.66 is a suffi- 
cient wage, but I do say that itis a 
better wage than $20.29. And there- 
fore, measured by dollars and cents, 
the bituminous miner who is 
thoroughly organized is not as well 
off as the steel worker who is not 
organized at all. 


By the same token, the printer 
who is organized is better off than 
the men’s clothing worker who is 
organized. The automobile worker 
is better off than the textile worker. 

It is not proved by wares that 
labor union organization is the de- 


termining factor in obtaining higher 
wages for the workers. The ficures 
simply cannot be twisted to prove 
that. The most completely organ- 
ized industry on this list is women’s 
clothing, and look at their waces 
compared with the rubber indus- 
try which is hardly organized. The 


answer is that women work in cloaks 
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and suits. So do they in tires and 
tubes. But what about “mining 
and quarrying of non-metals?” No 
women work in this industry. 


UNIONS AND WAGE SCALE 


If mere unionization were the an- 
swer to the wage problems, Mr. Lewis 
ought to be able to push his bitu- 
minous miners way up above auto- 
mobiles, for is he not the most ef- 
fective of union organizers? 


For the period under discussion, 
as calculated from the indexes, 
there are about 350,000 bituminous 
coal miners and there were about 
310,000 steel workers. For that pe- 
iod, the bituminous pay roll 
amounted to $85,414,677, while the 
steel pay roll amounted $87,751,- 
081 Obviously, steel wages are 
higher than bituminous coal wages. 


And therein lies not a defense of 
the steel industry nor an attack on 
the bituminous coal industry. What 
I wanted to know is who gets more 
wages. From that standpoint it ap- 
pears to me that wages for the same 
kind of work run within a range 
whether the industry is unionized or 
not. Take the top-heavy industries 
and the figures run like this: 
$28.52; auto- 
tires and tubes, $26.73: 


metal mining, $23.30: 
$21.44. 


And in this list are organized and 
unorganized industries in the same 
parts of the country with work for 
men only, except in tire and tube 
which does employ some women. 


Petroleum industries. 
mobiles. $27.04: 
Steel, $23.66: 
coal mining, 


(The foregoing is the full text of 
an article appearing in the New 
York Herald-Tribune of August 3.) 
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+ A TRIANGLE 


\WVJHEN the lines of labor or- 

ganization cut across the 
avenues of information going 
out to the public through the 


press, problems arise which 
are new on the American 
scene. 


One of these problems is what is 
Lo be done if editorial employes are 
organized into a union which seeks a 
closed shop contract and which 
adopts an official point of view for 
iis members an social] and political 
questions. 

Significant of the invasion of labor 
disputes into the editorial rooms 
of American newspapers is the con- 
troversy relative to a labor contract 
which the American Newspaper 
Guild, an organization of newspa- 
per workers, has been carrying on 
with the New York World-Telegram. 

The Newspaper Guild is affiliated 
with the American Federation of 
Labor. The World-Telegram is one 
of the Scripps-Howard chain, which 
has been uniformly friendly to labor 
and to the present Administration. 


Here is the statement of the 
World-Telegram in full text: 
the Editorial Staff: 

“The World-Telegram desires 


to make its position clear in respect 
to recent development sand policies 
of the American Newspaper Guild. 
Hitherto the management has, un- 
wisely perhaps permitted to go un- 
challenged incorrect statements of 
fact or opinion, and inaccuries or 
half-truths of the paper's position 
and as to what has taken place in 
discussions between management 
and Guild negotators. We learn that 
many members of the staff have had 
no clear understanding of the at- 
titude of the management or the 


reasons justifying this attitude. It 
is to dispel any such misunder- 
standing that this statement is 
made. 


ADVOCATES LABOR UNIONS 

“For about half a century this or- 
ganization has fought for the right 
of labor to organize, chose ifs own 
representatives, and bargain col- 
lectively. Ever since the organiza- 
tion of mechanical department 
unions, we have encouraged, recog- 
nized and dealt with them. 


“When the Guild movement first 
attached attention, we hailed it 
both because we believed it was 
consistent with our principles, and 
because we thought that collective 
bargaining on a national scale would 
improve editorial working conditions 
and attract and keep better men in 
the profession. Our position on all 
these matters remains the same. 
But the Guild has injected new is- 
sues. 


GUILD’S POLITICAL ISSUE 

“By a recorded vote of 83 to 5, 
taken at its 1936 convention, the 
Guild stands finally committed to 
a policy borrowed from the mechan- 
ical trades, the effect of which is 
that nobody who is not committed 
by membership to the policies of the 
Guild can be employed in editorial 
production. 

“The Guild Reporter of June 15, 
1936, records further resolutions 
condemning the two existing politi- 
cal parties, recommending ‘inde- 
pendent political action on the part 
of labor and cooperation (by Guild 
and officers) with local and State- 
wide farmer-labor parties and with 
other labor groups for the purpose 
of providing independent political 
action of labor.’ . 

“The effect of these actions, taken 
togetner, is thal nobody can write 
for a newspaper who is not of the 
Guild, and nobody can be loyal to 
the Guild who is not committed 
against both of the political parties 
of which 90 per cent of our popu- 
lation are members, and in favor 
of a movement which many farmers 
and workers regard as impossible 
and abortive. 


EXAMPLES SEEN IN EUROPE 

“Jt is along this line that minority 
pressure groups have proceeded in 
Italy, Russia and Germany with a 
resultant destruction of free and in- 
dependent journalism. In each of 
these countries the entire national 
press is committed to the support 
of a single political faith and, in 
each, the first requirement for hold- 
ing a newspaper job is adherence 
to that faith. 

“The Guild formula today is the 
Farmer-Labor party. Tomorrow it 
may be Communism, Fascism, Re- 
publican, Democratic—or any other 
political dogma that appeals to its 
leadership. This paper can have 
nothing whatever to do with such 
an intellectual regimentation in the 
néWspaper profession. 


WHERE THE WORK DIFFERS 
“Returning to the Guild policy 
borrowed from the mechanical 
unions, that selection for employ- 
ment in editorial departments can 
be restricted to any list of member- 
ship chosen by the Guild, or that 
minimum pay in these departments 
can be regulated in detail by some 
rule of uniformity based on time or 
quantity ‘rather than quality) of 
work produced. Every newspaper 
man knows thai, in editorial work, 


| 
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New Issues Raised by Collective Bargaining Between Newspaper 


ates News 


The United St 
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il 


And Its Unionized Editorial Force When the Union May 
Be Committed to Political Causes 


any such proposal is absurd 
wholly impractical. 

“An editorial staff, to produce a 
newspaper of balanced excellence in 
all departments, must be a balanced 
team of diverse, peculiar, and pref- 


and 


erably outstanding, intellectual 
talent in each particular depart- 
ment 


“No newspaper can meet its com- 
petitive situation, attain and retain 
the economic independence neces- 
Sary to the security of its employes 
and its service to the community, 
unless its editor has as much free- 
dom in selecting his editorial and 
reportorial team with an eye to 
pleasing its customers, as Was pos- 
sessed in their respective fields by 
John McGraw, Knute Rockne or 
Gatti-Cassazza. 

“If to pep up a paper on some 
weak point, an editor can't sign 
up a Joe Williams, a Helen Worden 
or Rollin Kirby, regardless of their 
politics or their aMiliations, when 
in his judgment their type of service 
is necessary, that editor is ham- 
strung and the paper is on its way 
out. 


QUALITY VS. QUANTITY 

“There is another compelling 
reason why all the principles which 
obtain in the mechanical depart- 
ments, in the selection and com- 
pensation of individuals cannot be 
applied to the editorial and repor- 
torial staff. The value of the out- 
put of the former is on a tangible, 
measurable basis of quantity—qual- 
ity is, in general, uniform. There- 
fore, mechanical employment can 
be put on a uniform impersonal 
basis of union membership and com- 
pensation can be measured by time. 

“The fundamental essential of 
editorial effort is quality. The 
prestige and success of the paper 
depends not on how much copy is 
produced but on how good that 
copy is. The effort of the indivdual 
is not and cannot be collectivist. 


“It is, on the contrary almost 
exclusively individualistic. Some 
individuals produce eacellent copy 
spontaneonsly—some get the same 
excellence only after hours of sweat 
and study. Union representation in 
the interest of special individual 
talent is a contradiction in terms. 
The rules and the conditions of 
labor applicable to the mechanical 
departments are absolutely inap- 
plicable to the editorial depart- 
ments. 


URCE FOR HIGHER WAGES 

“Finally it has been contended 
that, no matter what salaries have 
been paid or are being paid for edi- 
torial and repertorial work, higher 
Salaries can be forced by organiza- 
tion and strong collective represen- 
tation—in other words, that what a 
paper can be forced to pay has no 
relation to its earning capacity. And 
here again the example of what has 
been done by union pressure in the 
mechanical departments is advanc- 
ed as a precedent. 

“This contention is wrong on two 
counts: 


“First: The mechanical depart- 
ments bargain and contract on an 
industrywide basis, at least in the 
separate newspaper regions. The 
newspaper business is competitive. 

“When all competitors have to pay 
the same rate in labor costs, then 
whether that rate is high or low 
(provided it is within the range of 
earning capacity) of relatively 
less concern to an individual em- 
ployer than when pressure is 
brought on him alone. 

It is for this reason that trade 
union contracts are of necessity ne- 
gotiated by publishers’ associations 
acting collectively. The present ef- 
fort of the Guild to enforce ortho- 
dox trade union contracts upon in- 
dividual newspapers completely ig- 
nores the competitive and economic 


realities which every publisher must 
face. 


is 


PAY CASES NOT THE SAME 


“Second: The mechanical de- 
partments, being on an quantitive 
basis, vary in employment costs 
instantly, automatically and direct- 
ly with the size of the newspaper as 
determined, from day to day, by its 
Varying business volume. 

No editorial department 
geared. 

“An editorial department for a 48- 
page paper is not instantly reduced 
by 50 per cent when its business 
warrants only a 24-page paper. 

“A newspaper buys service in its 
mechanical department almost as 
its buys paper—as much as it needs 
on an hourly basis and no more. It 
buys its editorial and reportorial 
service on a completely different 
rule—by spending to provide sales 
appeal, the very maximum propor- 
tion of its income that it can afford 
and still remain a going concern 
for profit. 

If an attempt is made to force in- 
Vidual labor costs higher than the 


is so 


WEVERAL weeks ago the 

United States News pre- 
sented a description of the 
RCA-Victor strike at Cam- | 
den, N. J., as illustrative of 
the issues raised by a labor 
conflict 


in a modern mass- | 
production industry. | 
Herewith is presented | 
another type of labor con- | 
troversy as pictured in the 
accompanying statement by | 
the New York World-Tele- 
gram. It raises new issues | 
which promise to grow in | 
importance 


trends 


with present 
in the evolution of 
American labor movement. 


traffic will stand 
department, there 
possible result—a 
total number of individuals em- 
ployed; a weeding out of the less 
fit and of the least necessary. 


in the editorial 
can be onlv one 
reduction in the 


“That is automatic and inevitable 
because, regardless of Guild repre- 
sentations, the margin of editorial 
expense is distinctly and rigidly lim- 
ited by economic and competitive 
conditions. Of the gross receipts of 
any newspaper there is a maximum 
percentage that can be spent in the 
editorial department. This maxi- 
mum is usually being expended. It 
generally can be curtailed, to a 
considerable degree, without any 
effect noticeable to the reading pub- 
lic 

“If the salaries of individuals are 
raised disproportionately with the 
increase in receipts, or if the mini- 
mums for whole classes of workers 


are increased without regard for 
the value of the individual's pyo- 
duction the inevitable result must 


be fewer individuals. 


WAGES AND JOBS 

“The World-Telegram faces a sit- 
ation where exactly this result must 
ensue for exactly the reasons just 
Stated. On various considerations, 
during the depression. we main- 
tained a much larger staff and a 
much more favorable schedule of 
compensation and of privileges than 
our income, our competitive silua- 
tion, the well recognized margin 
of permissible editorial expense war- 
ranted. 

“When our income dived during 
the depression, instead of thinning 
editorial employment, we made ad- 
ditions. Although there has been 
no sufficient recovery of income to 
justify it we have increased the edi- 
torial pay roll considerably more 
than $100,000 per year above the 
pre-cut peak. There are today 42 
more people on the editorial staff 
than there were prior to the first 


oO! 


Salary cut. Of this number only 
fourteen were necessary to meet 
the requirements of NRA which 
have been preserved in the World- 
Telegram. 

Of two 10 per cent salary cuts 
put into effect, the first affected 


only those employes receiving $40 
per week and over. The second af- 
fecting the entire pay-roll has been 
completely restored. Today 76 per 
cent of the entire editorial staff are 
receiving their peak World-Telegram 
Salaries or better. An additional 5 
per cent of the entire staff have 
had increases but are not yet back 
to their peak. Less than 19 per 
cent of the entire staff are receiv- 
ing 10 per cent less than their peak 
Salaries of the boom days—a figure 
which will, we believe, compare ad- 
Vantageously with general pay roll 
Standards today. 


COMPENSATING CONDITIONS 
“From the standpoint of mini- 
mum wages, tne 5-day-40-hour- 
week, vacations, sick leaves and dis- 
missal notices, etc. ‘all conditions 
Outside the realm of regular me- 
chanical union “demands”) working 
conditions on the World-Telegram 
editorial department are, taken in 
their entirety, demonstrably on a 
more expensive and liberal basis 
than obtain on competing evening 
newspapers. This fact though 
known to the negotiating commit- 
lees has obviously not been made 
clear to all members of the staff. 
In short, in approaching the 
World-Telegram with the idea that 
the editorial margin of expense can 
be forced up by further general 
concessions applying to all individ- 
uals on its staff, the Guild nego'i- 
ators have given no recognition to 
one important fact. This is the fact 
that as an emergency measure dur- 
ing the depression, despite the sharp 
decline in receipts suffered by all 
newspapers, the World-Telegram 
exceeded all the limits of sound eco- 
nomics, to make a possible invest- 
ment in good. will but primarily 
lo maintain and spread employment 
during a tragic period. As the de- 


mands of the emergency lessen, in- 
stead of further increasing the per- 
centage of receipts devoted to edi- 
torial expense the figure must be re- 
stored to norn 
OBJECTIONS TO CONTRACT 

“To 


recapliuiate The World-. 

_ Telegram presumes to no opinion 
regarding the Guild's plans or poli- 

cies but, for reasons stated. the 


paper can sign ho 
Guild which involves 
lowing principl 
“ia) Confinem: 
editorial and repo: 
closed Giuld list 
“ib) Regimentiati 
gestion by the Gu 
of any political 
“ic) Regulatk 
rates of compensa! 
quantitative or tin 
plied generally 
partment 
“(d) Insistence on any policy cal- 
culated arbitrarily to raise the 
World-Telegram margin of editorial 
expense above that of its principal 
competitors—even though motives 
of self 


mtract with the 
any of the fol- 


of selection of 
staff to any 


n or even sug- 
a to its members 
ther dogma 

vy Guild rules of 
ion on any rigid 
Dasis to be ap- 
in the editorial de- 


interest will prompt us to 
seek the advantage of the highest 
Standard of salaries as rapidly as 
business conditions permit 


“While we are to avoid 
anything suggestive of an arbitrary 
attitude, it is a fact that all of the 
above points have been gone into 
at length and on several occasions 
with the Guild Committee, in con- 
of which 


anxiIOUS 


sequence we can see 
neither. wisdom nor justification 
for continuing argument so long 


as the Gulild’s program and ob- 
jectives remain as announced 
“Such controversy seems particu- 
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larly ill-advised in the World-Tele- 
gram and in Scripps-Howard where, 
in the last named organization, 
more than 60 per cent of the busi- 
ness is owned by men and women 
who have come up through the 
ranks or are in that path—all of 
whom have been financed in the 
acquisition of their holdings by the 
concern itself. 

“It seems out of place in a con- 
cern which for more than half a 
century has without any pretense of 
paternalism, created and promoted 
its executives from within its own 
ranks, and has filled its most 
remunerative and most important 
executive positions from the same 
source. 

“We would prefer to see the Guild 
negotiating on an industry-wide 
basis on these matters as the me- 
chanical unions do. We believe for 
the competitive reasons already 
Stated that this is the only way it 
ever stood to make substantial 
and lasting advances. 


“But we submit for the dispas- 
sionate consideration of all thought- 
ful members of the World-Telegram 
staff that the Guild policies dis- 
cussed in this statement have made 
industry-wide negotiations impossi- 
ble—even more, that they have made 
any contract impossible with any 
newspaper that insists on intellec- 
tual freedom for newspaper men and 
women, and an independent press. 


“One more point: Any bright 
young man by serving his appren- 
ticeship can, with brains and some 
manual skill, become a competent 
printer, pressman or stereotyper. 
Not every bright young man with 
brains can become a good reporter. 
No union card will compensate for 
an absence of that particular men- 
tal make-up which qualifies the real 
newspaper man. No union card will 
compensate for the absence of a 
nose for news. Ambition cannot be 
hobbled in the interest of medi- 


ocrity to the advantage of either the 


newspaper or the newspaperman. 
“For the reasons we have out- 
lined, the World-Telegram cannot 
further discuss or sign any contract 
with any unit of the American 
Newspaper Guild as the organiza- 
tion is now committed involving any 
of the policies here discussed 
“However, we do not intend to 
| take any backward step in the mat- 


ter of collective bargaining. We will 
continue, as the needs of the situa- 


tion dictate, to negotiate with our 
own employes through representa- 
tives of their own choosing to work 
out further improvement in salaries, 
hours and working conditions. 

“We believe our interests are mu- 
tual, and that the fullest measure 
of success for one is not possible 
without the full cooperation of the 
other. From the management, we 
pledge continuance of that coopera- 
tion.” 
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Recovery in Steel: 


Natural or Induced? 


RESENT prosperous status of the 
steel industry is viewed by 71 per 
cent of commenting editors as due to 
increasing improvement of normal 
industrial conditions while 29 per 
cent insist such improvement comes 
from excessive Government spend- 
ing. Majority of editors believe the 
demand for products of heavy indus- 
tries, long held in check by depres- 
sion, has at last overflowed that dam. 


Discussion of the emergence of stee! from its pe- 
riod of decline is linked with the prediction of Gen- 
eral Charles S. Dawes, two years ago, that steel 
would lead the return to normal. Incidentially. it is 
pointed out that the United States has lagged be- 
hind other nations in recovery 

“A great basic industry. in 
it usually is at its lowest ebb.” states the New 
Orleans Times-Picayune ‘(Dem.). “has reversed 
normal practce as well as the lethargy of the past 
Six years. For example, in United States Steel 
alone the shipment of finished products to market 
gain more than 29 per cent in the second quarter 
of 1936, as compared with the first quarter. Gen- 
eral Dawes, in December, 1934, said the steel indus- 
try would lead the country out of the depression, 
and now he points with pride to his prophecy as 
fulfilled. 


FUTURE SEEMS VERY BRIGHT 


“General Dawes based his prediction.” according 
to the Youngstown Vindicator (Dem.). “on the pat- 
tern of recovery after previous depressions. The 
Gelay of a year or a year and a half in recovery 
from this depression as compared with others will 
be cited by conservatives as evidence that political 
interference has retarded the comeback. There 
is the additional factor of policies which have not 
yet showed their full effect, such as social security 
taxes, undistributed profits taxes, and the Admin- 
istration’s labor policy. 

“General Dawes now predicts that finishing mills 
will be operating at 100 per cent by Jan. 1, and that 
steel production will be at 85 per cent. We have 
already seen a surprising stee] demand during the 
Summer months when it usually slumps: the steel 
companies now expect almost no recession in Au- 
gust; with the automobile industry coming back 
into the market in the early Fall the forecast seems 
well within the possibilities 


THE INHERENT RECOVERY POWER 


“The country’s recuperative power,” advises the 
Indianapolis Star ‘(Rep.). “is being demonstrated 
by gains in the heavy industries, but there remains 
the threat of those ‘extraneous influences outside 
the normal operations of business processes’ which 
the United States Chamber of Commerce regards 
fearfully. 

“A major threat to business expansion exists in 
the mounting deficit, with no intimation of a bal- 
anced budget. It makes investors reluctant to in- 
vest funds in new industrial enterprises for fear of 
further currency deflation, coupled wtih the threat 
of Federal control of industry. 

“Those with money to invest remember that the 
“breathing spell’ may be followed by another sharp 
turn to socialism and other un-American theories 
if the New Deal should receive the opportunity for 
another four years of reckless experimentation.” 


MAY HAVE TURNED CORNER 


Observing that for nearly five years 
lived on its fat,” 


a time of year when 


“Big Steel 
the Philadelphia Evening Bulletin 
(Rep.), comments: “It is now beginning to pay its 
way. In the second quarter of this year its profits 
were sufficient, even if it had declared the full 
dividend on preferred, to provide common stock- 
holders with 75 cents—the first time common has 
earned anything since 1931. It has a long road to 
travel to make up the $18.25 per share deficiency 
in the 7 per cent to which preferred stockholders 
are entitied, but it has apparently turned the 
corner. 

“Demand for steel no longer comes from the mo- 
tor industry alone among big customers. Much of 
it is for structural material required for railroad 
bridges, particularly in connection with grade cross- 
ing elimination; for other construction enterprises 
fostered with public money, and for building pri- 
vately financed. There is more than a trickle over 
the breast of the dam that has held in check needed 
use of steel over so long a period.” 

“It is important news” asserts the Scranton 
Times (Dem.), “because steel’s improvement as one 
of the basic industries reflects demand for steel 
products in any number of other lines.” 

“The maintenance of steel production,” in the 
opinion of the Atlanta Journal (Dem.), “indicates 
that caution or timidity are giving way to enter- 
prise and boldness, and that not even the bogey of 
election year can shackle the necessity of satis- 
fying deferred demands.” 


“MUST WATCH OUR STEP” 


“The picture in the current news,” thinks the 
Birmingham News (Dem.), “is not complete with- 
out a statement by Alfred P. Sloan, Jr., president 
of General Motors. Commenting on business con- 
ditions, Mr. Sloan said: ‘Things have gradually 
been getting better, and they are about as high as 
they can go. Now we must watch our step.” ... We 
must watch our step, he might be saying, to see 
that we do not permit our present climb to pros- 
perity to lure us back into old, dangerous economic 
practices. He might be saying, as many are say- 
ing, that the nation has not yet met all the chal- 
lenges of the old order with its ever-recurrent 
cycles of depression and its ever-present tendency 
to pauperize the millions.” 

“A regrettable feature of the situation,” as viewed 
by the Troy (N. Y.) Times (Rep.), “is that condi- 
tions might be much better if it were not for the 
devastating policies of the New Deal Administra- 
tion. Perhaps the most trustworthy international 
Statistics now being collected are those of the 
League of Nations. According to these the United 
States is making a comparatively slow recovery 
from the effects of the world-wide business and in- 
dustrial depression. The standing of the nations 
in the recovery category places the United States 
fifteenth, far below most of its chief competitors. 
We are near the bottom of the list.” 


| 


Cartoon from The New York Evening Poet 


The Brighter the Light, the Blinder the Ow! 


‘The Passing of the Buck’ 


From the Wall Street Journal ‘ind. 

*ENATOR KING of Utah believes that even though 
the Federal deficit of this fiscal year may be 

smaller than last year’s it will still be “stupendous.” 

He holds “the people themselves are at fault that 

these expenditures are so great and they cant pass 

the buck to Congress.” 

All perfectly true. Its importance is not, per- 
haps, in its novelty but in the fact that it leads 
the argument about public spending right up to a 
new point of departure. The people cannot “pass 
the buck” to Congress, but members of Congress 
can pass the buck to their constituents, where 
Senator King correctly says it belongs. 

> * 

From the New York Herald-Tribune (Rep.): 
7E have here one of the most flagrant cases of 
buck passing that any New Deal apologist has 
yet submitted to public scrutiny. It amounts to 
libel upon the American electorate. When Presi- 
dent Roosevelt took office in March, 1933, he had no 
mandate from the American people to borrow, 
waste and squander. He had a very clear mandate 
from a handsome majority to put into effect the 
party and personal pledges on which he was elected. 


Bureaus as Courts: 
An Alternative Plan 


PROPOSED creation of an admin- 


istrative court, to take over the 
semi-judicial duties of bureaus in the 
Federal Government, is approved by 
58 per cent of commenting news- 
papers, but is considered unwise by 
42 per cent. The plan has been 
evolved by a committee of the Ameri- 
can Bar Association, and is to come 


before the August meeting of that 
body. 


Advocates of the proposed “administrative 
court” would curtail the power of bureaus to act 
both as advocates and judges in matters involving 
the rights of citizens. 

Opposition opinions are based upon a desire to 
eliminate many of the bureaus for which the pro- 
posed court would act, and it is also argued that, 
under the present system, every interest before a 
bureau has a right to appeal. It is also felt that 
the power now exercised by bureaus should be 
returned to Congress. 

“It often happens,” says the Newark Evening 
News ‘tInd.), “that the bureaucrats making the 
decision owe their appointment to political or per- 
sonal influence rather than to any peculiar qualifi- 
cation or understanding they possess. Under such 
conditions the complainant is at a disadvantage 
in the protection of individual rights.” 


PROBABLE NEED OUTLINED 


“While summary delegation of powers on the 
part of the legislative branch is a tendency which 
should be reversed,” in the judgment of the Minne- 
apolis Tribune ‘Ind.), “the fact that the future 
is not likely to see a diminution in the number or 
the power of administrative agencies makes it all 
the more important to give serious consideration 
to the proposal made by the Bar Association's com- 
mittee. 

“If the idea of a government in which the legis- 
lative, the executive and the judiciary are inde- 
pendent is to be maintained some such action may 
become necessary.” 

“Care must be taken,” 


advises the Worcester 


Cartoonist Brown in the New York Herald Tribune 


That Addition to the Platform 


Evening Gazette (Ind.), “to avoid tying up the ad- 
ministration of these agencies by halting every 
rule or order until it can be heard before a con- 
gested court. Surely much house-cleaning can be 
accomplished, without changing the present sys- 
tem. In any proposal of this sort, it is desirable 
to keep clearly in mind the fact that the purpose 
of these executive agencies is to get action, not to 
pile up cases for the courts. 

“They must function with fairness and justice, 
but their action should not be unduly impeded.” 

“There is need to eliminate some of the multiple 
agencies whose work has brought about this con- 
dition,” states the Flint (Mich.) Journal (ind.). 

“The country may find it even more desirable,” 
contends the Saginaw News, “to return the law- 
making function to Congress. Perhaps the need for 
administrative rulings interpreting statutes can 
never be wholly eliminated, but the present con- 
fusion could be greatly lessened. More careful and 
explicit drafting of Federal statutes would do much. 
A retreat by the Federal Government from some of 
the fields of regulation and control it has entered 
would continue the process.” 


TITLEA REGISTERED U.S. PATENT OFFICE 


LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 


(Editor's Note—tLetters are selected 
on the basis of mazimum interest to 
readers. Excerpts only can be pub- 
lished because of limited space. Com- 
munications not intended for publica- 
tion should be so marked.) 


Common Folks Understand Him 


Sir:—The Democratic publicity com- 
mittee selected six Governors to knock 
out one. Yet the whole six gave a sorry 
exhibition of trying to convince listeners 
that their party was the one to support. 

The Governor of my own State tried 
to tell the people that about all the 
country knows concerning Governor 
Landon is that he likes to ride horse- 
back. loves his family and works in his 
shirt sleeves. 

Well, it's refreshing to hear of a man 
who likes something mcre than politi- 
cal power. Governor Green's only am- 
bition now is the U. 8. Senate seat upon 
which he looks with longing eyes. 

The Democratic publicity committee 
might try out the rest of the Governors 
of the United States and see if they 
cannot make a better impression than 
did these six. 

But I want to tell ihom all that the 
man who listens in will not forget that 
the cost of living is steadily rising, that 
taxes are increasinz, that evidence of 
extravagance abounts cverywhere, and 
that the consumers, irrespective of the 
of the propaganda sent out from Wash- 
ington. cannot be made to believe that 
the shortage of foodstuffs and the con- 
sequent high prices are not due to the 
present Administration's planned pro- 
gram. 

The average man will not forget that 
despite the outpouring of billions of the 
taxpayers’ money unemployment still 
stands at a gigantic figure. He will not 
forget that for every dollar that the 
Democratic Administration is spending 
only 30 cents is being taken in. We 
in New England will not forget a lot 
of things that have happened to us for 
three long years. 

And while the six Governors may not 
be able to understand plain language 
and common sense talks like Governor 
Landon’s, this is the language of the 
common people and they do compre- 
hend such talks and will vote eccord- 
ingly DANIEL F. JOY. 


Providence, R. I. 


* * 


“Almost Chaos and Ruin’ 


Sir:—Our national debt per capita for 
every man, woman and child today is 
$1,017.69... . Exploitalions, experiments, 
altempted reform, graft, corrupt politics 
spoils system, new and untried agencies, 
350,000 case-hardened politicians with- 


out knowledge of running o'r Govern- 
ment—these things have almost brought 
chaos and ruin to our people and our 
nation... 

There is but one answer if this con- 
tinues as it has in the past three long 
years and that is: Bankruptcy and ruin 
for our America. ... We shall live as a 
nation only by putting every ounce of 
our strength and energy behind Gov- 
ernor Landcn in Nevember to elect him 
President. 

CAPT. D. ERNEST SMITH. 
Bowling Green, Ky. 


** 


Governor Horner vs. Chicago 
Sir:—Kansas keeps busy blowing off 
about her great Governor balancing the 
budget. I want them to know that the 
State of Illinois has just as great a 
Governor as Kansas—the Hon. Henry 
Horner. He has had the courage to tell 
the politicians of Chicago what to do. 
Owaneco, Ill. MRS. 8S. E. LONG. 
Tired of Mr. Roosevelt 
Sir:—Give Adolph Hitler T. V. A. 
Roosevelt the works. . If he is re- 
elected I and my family are moving to 
Canada. If we only had a Lincoln now! 
The “more abundant life”! What will 
our children’s children do? 
Lock Haven, Pa. 
ROBERT W. BULLOCK. 
* * ® 


“Best President We've Had” 
Sir:—Some of your correspondents in- 
dulge in outrageous attacks on the best 
President we have had during my life. 
M. V. SAMUELS. 


Distrusts the New Deal 
Sir:—I am glad to see you coming out 
with such strong editorials exposing the 
background and duplicity of New Deal 
legislation and policies and particularly 
do I heartily approve of your recent 
editorials, “History Repeats” and “The 
Breathing Spell’ Congress.” L.C. LEET. 
Oakland, Calif. 
* * * 


Prefers to Do His Own 
Sir:—The Community would be better 
off without The United States News. I 
prefer to do my own criticism. 
Newton, la. J. H. GRIBBEN, 
x* * 


Landon Election a “Calamity” 


Sir:—I hope Landon will not be 
elected. Think it would be a public 
culamity, 

We are suffering a terrible drought 


oul here, 
think the 


the second in three years. | 
people will have to cooperate 


and dam up and save the water that 
falls in Winter, Spring and Autumn, or 
else starve. This country will have 
fairly good wheat this year, but that is 
about all—everything else burnt up. 

GEORGE C. ROWLAND. 
Cedar City, Mo 


* 
Opposes Scarcity Program 


Sir:—I am one of those old-fashioned 
“horse and buggy era” chaps, who still 
believes it is wrong under any circum- 
stances whatsoever to destroy food. I 
happened to be a visitor in South St. 
Paul at the time of the little pig-killing 
mania, and haven't a bit of doubt that 
the drought and extreme heat the na- 
tion is suffering from this year is in 
just retribution for that wanton and in- 
excusable act. 

So long as any one, anywhere, is hun- 
gry, and I know there are plenty, be- 
cause I have myself suffered in that 
direction, it is useless for Secretary Wal- 
lace, or any other factotum in the New 
Deal, to prate the nonsense they are 
daily spilling. There can be no such 
thing as too much while hungry stom- 
achs exist. J.C. VANT HUL. 
Webster City, Iowa. 


* 


Back to Fundamentals 

Sir:—I hepe you may continue to 
enunciate principles that are American 
first and apply to any party, in or out 
of office. ... 1am glad that with all the 
sophists in Washington there are some 
who still appreciate fundamental law— 
I mean both natural and governmental. 
If government would remember the law 
of the Scripture. “Who will not work 
shall not eat,” “Who sows not reaps not;” 
if they would remember the law against 
stealing and covetousness both for the 
poor as well as the rich; if they would 
regard the Constitution as the bulwark 
of our liberties, we might hope to build 
again on solid rock 

RFV. GUY A. BENSINGER. 
Dutch Neck, N. J. 
* * * 


Colonial Strength and War 
Sir:—Your editorials appeal to me, 
They radiate common sense. . But | 
do not agree respecting certain refer- 
ences to our foreign relations... . 
The best opinion seems to be that 
there cannot be peace in the world un- 
til the unbalanced colonial situation is 
adjusted, and that it is impossible to 
indefinitely bottle up approximately 
150,000,000 people in Germany, Italy, 
Austria and other enclosed Furopean 
nations where there is an insufficiency 
of raw material and no territory for ex- 


pansion, These nations wil! fight for 


colonies and raw material, and England 
and France, to hold what they have, will 
have .o deiend themselves. 

The United States had nothing to do 
with creating this situation, and it is 
likely the majority opinion in this coun- 
try is opposed to taking sides. Not- 
withstanding, there seems to be con- 
Sistentent propaganda through the 
newspapers condemning the aggressions 
of other nations. 

If their aggressions are not directed 
toward the United States we should keep 
our mouths shut and attend to our own 
business, and since England and France 
have the majority of colonial possessions 
it is up to them to defend their own. 
Freeport, Il. F. M. GUND. 

* * 


New Alphabetical Unit 

Sir:—May I suggest the formation of 
the NDWC, a grand new alphabetical 
combination meaning the New Deal 
Writers Club. 

Founders, F. D. Roosevelt, Rexford 
Tugwell, Henry A. Wallace; associate 
founders, a multitude of others ND’'s 
‘(New Dealers); BT's (Brain Trusters); 
CP’s (Crack Pots) and what have you. 

Not only are the taxpayers paying 
out good money to finance the Demo- 
cratic Campaign but they must pay out 
salaries to carry on a subversive propa- 
ganda designed to undermine American- 
ism in the years to come. ... 

The whole outfit is headed for the 
balmy hut. If they would come down 
to earth and give a little serious think- 
ing to their several jobs, there would be 
little time left to write books designed 
to tear down a people's faith in the 
foundations of their Government. . . 

The idea of the New Deal is as old 
as humanity ... the subtle subjugation 
of a people through deceit, broken prom- 
iseS, undercover scheming. conniving, 
buying of votes by wholesale. One won- 
ders if the American people are gullible 
enough to fall for it... . 

Unctuous phrases, spoken in dulcet 
tones, wreathed in oily smiles is grand 
bait for the “lunatic fringe.” Yet I still 
do not believe there are sufficient of 
that breed to win an election in America. 
Detroit, Mich. H. T. COLLORD. 

x* * * 


For Better Labor Relations 

Sr:Your article on “Labor Opportu- 
nity” July 20 is, to my way of thinking, 
practically perfect. . . 

I believe that if all Americans were 
to think and act as you have outlined, 
we would have a much improved condi- 
tion in America with perheps an almost 
perfect relation betweer employer and 


employee. A. B. BOLENDER. 
Muncie, Ind 


Higher Freight Rates: 
The Case, Pro and Con 


EFUSAL of Interstate Com- 
merce Commission to extend sur- 
charges on railroad freight rates be- 
yond the end of the year, fails to meet 
with the approval of 55 per cent of 
commenting newspapers, while 45 per 
cent believe lower rates would in- 
crease railway earnings. This belief 
is based on the conclusion that in- 
creased freight business at lower 
rates would result in greater net 
returns. 


National debate on the railroad situation centers 
around the dependence of rail prosperity on busi- 
ness recovery. It is argued that the surcharges 
over which the controversy grows warm are needed 
for a fair return, while the opposition view is 
voiced by those convinced that good salesmanship 
in a competitive field must be based upon an at- 
tractive offer 

The more conservative position is reflected by 
the Wall Street Journal iiInd.) in the statement: 
“Shorn of technicalities, the question whether the 
Interstate Commerce Commission is to allow the 
freight rate surcharges to remain effective after the 
end of the year is simply a repetition of the old 
question as to when, if ever, freight rates may 
properly be advanced. It has been not inappro- 
priately phrased on behalf of the carriers as ‘When 
do we eat”’ 

“Ever since the I. C. C. received from Congress 
in 1910 complete power over rail rates its rate- 
making has in general followed the rule that when 
business is good the carriers do not need higher 
rates and when business is bad it can't stand a 
freight rate advance 


NEED OF SALESMANSHIP 


“Business will not come back entirely 
the momentum of lowered costs,” thinks the Hart- 
ford Times (Dem.). “That is merely a weapon 
through which aggressive salesmanship may bring 
it back.” 

“For the remarkable come-back of the nation's 
railroads,” says the Asheville (N. C.) Times (Dem.), 
“the railway executives themselves deserve com- 


through 


Cartoonist Elderman in The Washington Post 


Who? Me? 


mendation and congratulation. Under stress they 
have demonstrated their capacity to modernize 
equipment, to readjust prices for railway service 
and to enter into wise plans for refinancing, with 
Government assistance in most cases. 

“It is also to be observed, however, that larger re- 
turns from freight and passenger traffic business 
would not be possible without the general improve- 
ment in business.” 

“Unnaturally high freight rates,” maintains the 
Providence Journal (Ind.), “are a drag on recovery. 
Shippers were complaining about the cost of freight 
transportation even before the surcharges were 
added. Their remonstrances have been continuous 
since the imposition of the higher rates. 

“With the increase in volume of traffic during the 
past six months they have contended not only that 
rail transportation costs represent a disproportion- 
ate share of the total cost of production and de- 
livery but that the railroads can afford to lower 
rates on a larger volume of traffic. 

“The Commission, having first given the rail- 
roads an earlier favorable decision in this argu- 
ment when it extended the surcharges for six 
months, is now giving the shippers the benefit of 
the doubt.” 


Quips in the News 


In a Daze and a Maze 
A Senator tells us the average American is not 
tax conscious yet, and this»is doubtless so. If he 
shows signs of coming to, he is struck by another. 
San Francisco Chronicle. 
* * 


Business Before Pleasure 
This isn't so pleasant a year for Congressmen. 
They're too busy mending fences to go on junket 
trips..-Geneva (N. Y.) Times. 


The Coming Tox Peril 
Many predict that in the near future a large per- 
centage of Americans will be living in auto trailers. 
A country overrun with motorcycle tax collectors 1s 
something dreadful to contemplate——Washington 
Post 
* + * 


And Why Not Pensions? 
Maybe after those WPA workers manage to get 
& vacation with pay, some arrangement can be 
made for a bon's.—Indianapolis News. 
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Do 
You Know 
— That 


]N September the Treasury will 

start the largest gold transfer 
in history—the moving of six bii- 
lion dollars of gold to the new 
vaults at Fort Knox, Kentucky. 
When the shipment is completed 
three-fourths of this country’s 
record-breaking stocks of gold 
will be stored in underground 
vaults at interior points. 

* 

ANOTHER barometer of better 

business conditions is the in- 
crease for the second successive 
month in the totals of place- 
ments made by the United States 
Employment Service. More per- 
sons were placed in jobs in June 
than in any other month in the 


last two years. 
* 


MOTOR carriers operating on 
regular schedules now may 
obtain loans from the RFC to 
buy new equipment. 
A cotton bag, much stronger 
than the usual jute bags, has 
been developed for packaging raw 
sugar. Officials of the Depart- 
ment of Agriculture, which co- 
operated with North Carolina 
State College to develop the prod- 
uct, estimate that its use for all 
types of raw sugar would require 
50,000 bales of cotton annually. 
~* * 
ALES tax levies in the various 
States are collected by a wide 
variety of tokens. Colorado and 
New Mexico use metal tokens, 
Missouri uses paper tokens; Ohio, 
stamps and punch cards, Wash- 
ington, tokens and scrip, and 
West Virginia, punch cards. 
~** 
APPROXIMATELY three- 
fourths of the persons em- 
ployed by the Works Progress 
Administration are classed as un- 
skilled workers. Remaining 
WPA jobs require some occupa- 
‘jonal training. 
~** 
HERE now are 2,402 airports 
and landing fields in the 
United States, reports the Bureau 


of Air Commerce. 
*** 


RESIDENTIAL building per- 

mits in principal cities in the 
United States in June totaled a 
new five year high, with value of 
construction nearly 1% times | 
greater than for the same month | 
last year. | 


~* * 
W PA'S program to give unem- 
ployed teachers jobs teach- 
ing the unemployed is estimated 
by WPA officials to have pro- 
vided instruction for 500,000 illit- 
erates or about one-eighth of all 
illiterates in this country. 
~* * 
DEATHS from traffic accidents | 
were 3 per cent fewer during | 
the first half of this year than in 
the corresponding period last 
year. A total of 13,300 fatalities 
from such accidents have been 
reported by the National Safety 


Council. 
* 


PRESIDENT ROOSEVELT 
has arranged for allocation of 
funds for a census of religious 
bodies this year. Since 1906 the 
project has been undertaken every 
two years but a special arrange- 
ment was necessary this year as 
Congress failed to appropriate 
the money for the census. 
* 
]N one line at least, railroad ac- 
tivity is greater today than at 
any time since 1929. More freight 
cars were on order by Class I 
railroads of this country on July 
1 than on any other similar date 
since 1920, reports the Associ- | 
ation of American Railroads. 
MORE cigarettes are being 
smoked than ever before. 
Cigarette factories last year pro- 
duced 23 per cent more cigarettes 
than in 1933 valued at 29.7 per 


cent more. | 


FARM hands are getting the 

highest pay in five years in 
New England, Middle Atlantic, 
East North Central, and Pacific 
States, reports the Agriculture | 
Department. | 
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President Roosevelt Views Model of “Quoddy” Project 


“Quoddy” Drillers on Their Way to Dam Construction 


5. 


International Project Would Permit Greater Power 


Man’s Dream of Tide-harnessing—In Miniature 
—Wide World 


The Rise and Fall 
Of Passamaquoddy 


AMERICA’ S tide-tamers are going on 
an enforced iurlough—for how 
long no one seems to know. 


It’s one thing for engineering skill 
to harness the tides of the Bay of 
Fundy to yield hydro-electric power. 

It’s another thing to convince the 
Congress of the United States that 
such a feat is economically sound. 

And therein lies the story of Passa- 
maquoddy. 

Did you ever watch 
crawl up the ocean beach? Just a 
couple of feet. Now multiply that a 
dozen times and you have what hap- 
pens along the rock-bound coast of 
Maine. There the tide forced into 
narrow openings climbs 27 feet. 
Straight-jacket this tower of cap- 
tured ocean, then let it fall and there 
you have the power that makes dy- 
namos hum, that makes machines go 
round in factories, that makes elec- 
tric lights twinkle in far-off cities 
and villages. 


HUGE BANK ROLL NEEDED 

Quite romantic—but then ever since 
the dawn of the electric age engineers 
have had a sneaking hunch that some 
day they would put the inexorable rise 
and fall of the ocean tide to work and 
say “thanks” to the Man in the Moon 
—the basic cause of it all. 

A huge venture—it required a huge 
bank roll to see it through. More 
than thirty-six million dollars to be 
exact. 

“Quoddy’s” birth came with the $4.- 


the ordinary tide 


800,000,000 Work-Relief bill. President 
Roosevelt allocated $10,000,000 to 
“Quoddy”™, reduced it to $5,000,000, re- 


stored it to $7,000.000. More funds 
were effectively stymied by Congréss 
action in the writing of the deficiency 
bill of 1936 which carried the new 
year’s Work-Relief appropriation 
Leader of the “Quoddy” opposition 
group was Senator Vandenberg (Rep.) 
of Michigan. 

The President's recent visit (Phote 
No. 1) to “Quoddy” in the course of his 
vacation cruise has given new hope to 
“Quoddy” proponents. 

A little more than a year ago actual 
work began at “Quoddy”. Since that 
time four small dams have been car- 
ried through to the final stage, a 
model housing community has been 
constructed (Phote No. 2), and tool 
sheds now bulge with all manner of 
equipment. 

Of the 5,500 men at work (Photo No. 
3), all but 500 have been recruited from 
the ranks of relief labor. The 500 were 
administrative workers. 


REAL WORK OR RELIEF? 

Would a completed “Quoddy” add to 
the economic value of Maine and the 
rest of the country or would it be in 
the last analysis a relief measure— 
a Simon Pure example of work 
created to keep idle hands and 
brains busy? (Photo No. 4). 

Both questions are answered with 
a “Yes” by different groups. 

From the angle of continuous flow 
of energy the project had one high 
hurdle to clear. Engineering skill ad- 
dressed itself to the difficulty inherent 
in the fact that during certain periods 
of the day power can not be gener- 
ated because there is no difference in 
the level of the impounded water and 
the level of the bay. The answer lies in 
creating a power reserve by storage 
batteries or high level reservoirs, this 
to be used when the tide is “neutral.” 

A still larger project would be pos- 
sible if Canada would cooperate (Photo 
No. 5) and President Roosevelt talked 
of this poss¥bility with Canadian offi- 
cials during his recent visit to Quebec 
Cheaper modes of sending current over 
long distance now being perfected, 
were declared to be making the plan 
increasingly attractive both for the 
United States and Canada. 

But these points aren't really wor- 
rying “Quoddy’s” friends at this time. 
Their biggest headache is the cold fact 
of “no more funds”. 

And the political ramifications play 
no small part. This is a presidential 
election year. Maine’s unemployment 


problem has to be considered. One 
suggestion has already been made, 
namely, that the dams already con- 


structed be transformed into highways 
So as to give Eastport a new, and much 
needed approach, thereby obviating 
the old winding and narrow highway 
now in use. It is planned, should the 
project be approved to have the WPA 
take over the entire relief labor force 
of the area. 

Other proposals in the wind include 
conversion of the model village into 
a resettlement project or a rehabili- 
tation center for veterans. Right now 
the white paint of “Quoddy’s” model 
village looks out to the sea, and the 
tides still rise and fall, and soon, bar- 
ring further action, no one will be left 
at “Quoddy” but a few watchmen left 
to guard Uncle Sam’s dream of tidal 
power. (Photo No. 6). 

DEREK Fox. 
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OM TRANSPORTAMONS NEW HORIZON 


Across the new horizon of mod- = entrusted to West- © 1. 


ern high-speed travel has flashed 


anew 


of the New York. New Haven & 


Hartford 


lern 


a mile-a-minute schedule daily 


over the 


dence run. Its «peed and com- 


fort are 


standards in design, engineering 


and construction, 


the hand 


dred different industries assisted 


in its creation, its motive power 


and clec 


inary — the “Comet” 


Railroad. This ultra- 


treamlined flyer meets 
tt-mile Boston-Provi- 

the result of new “Comet” 
And though 


s and brains of a hun- 


trical equipment were 


50 YEARS OF ACHIEVEMENT 


inghouse alone. 
‘Two 400-horse- 
power Westing- 
house -Diesel en- 
gines, with direct- 
connected generators, transmit 
current to the Westinghouse 
motors which drive the three-car 
over the flying rails. , 
Auxiliary generators provide 
complete lighting and air con- 
ditioning, with Westinghouse 
apparatus meeting every need 
for comfort and convenience. 


Westinghouse points to 


= 
for the New York, New 
Haven 
“Comet” wae furniched 
elec tion and 
street-cailway develop- 
ment, and builder of 
revenue 


mr. 


its work on the “Comet” as 
further evidence of this organi- 
zation’s service to the Transpor- 
tation Industry—a service in 
which 50 years ofexperience have 
created many tangible achieve- 
ments plus an ever-increasing 
ability to solve the problems of 
the present and future. West- 
inghouse Electric & M fg. 
Co., East Pittsburgh, Pa. 


For Your Information 
SOME SCHENLEY 


THE DISTILLERS' SHARE IN COM- 
MERCE. What the distilling industry 


means to those states in which the manu- 


facture of liquors is located is indicated 
by the following figures for Kentucky, 
recently published in a trade publication: 

Capital invested in the Kentucky 
distilling industry is $63,215,023; 
annual payroll $4,825,806; employ- 
ment 28,863; grain purchased $411,- 
025,688; new construction $4,373,191; 
machinery $1,486,887; Federal and 


SCHENLEY 


1s the name! 


THE MARK OF MERIT YOUR GUIDE 10 WHISKIES, OF CHARACTER 


State taxes paid $26,000,000; cooper- 
age $4,544,056; freight $1,253,995; 
bottles $2,202,273; labels $1,465,272; 
fuel $420,096. 


Kentucky is No. 1 state in the pro- 


duction and storage of distilled spirits, q 
according to Federal figures. Two a 
Schenley plants are located in Ken- ‘ 
tucky: The Jas. E. Pepper & Co., 
Lexington, Kentucky, (founded 1780— 
“born with the Republic”); and Geo. T. 
Stagg Company, Frankfort, Kentucky. 


~~ 
{ 


SCHENLEY’Ss CREAM OF KENTUCKY 090 proor 
STRAIGHT BOURBON WHISKEY 
For those‘‘down south’ highballs and juleps 


Schenley Distributors, Inc., New York, N.Y. 


A Handy Way to 
Tell Your Friends 


— 


The easiest way to tell your friends about The United 
States News is ask us to send them a copy so that 
they may see for themselves. So send us the names 
and addresses of one or a dozen of your friends who are 
interested in national affairs. We'll do the rest. 


THE UNITED STATES NEWS 


The Weekly Newsmagazine of National Affairs 
2201 M Street, N. W. Washington, D. C. 
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Industry Goes Ahead 
Despite Trouble Signs 


IEW trouble signs for business are 

breaking into the open, but with- 

out affecting the still highly favorable 
outlook. 

Latest developments chiefly reflect 
the fact that business men have a vital 
stake in the doings of government. 

The last few days produced: 


First. a sweeping anti-trust action directed at 
price control methods in the oil industry. This 
move followed an order from the President di- 
recting the Attorney General to investigate price- 
making methods in steel. It is an aftermath of 
NRA 

Second. a break in the ranks of organized labor, 
crowing in an important degree from the encour- 
agement given by government to some labor leaders. 
The result readily could be inter-union strife of 
the kind that would vitally affect employers. 

Third. action by the German government to shut 
off a special form of exchange on which most 
American export and import business was trans- 
acted with that country. Anti-dumping tariff in- 
creases directed at German goods accounted for 
the move by the Reich. 

Fourth, deeper passions in Europe growing out of 
the civil war in Spain with official descriptions of 
the situation as being actually more tense than 
1914. State Department officials are holding their 
breath. wondering if the spark will appear to touch 
off another world war 

Fifth. intensified drought, more election maneuv- 
ering and other domestic developments that lend 
touches of uncertainty. 


CYCLE OF RISING ACTIVITY 


But with all of these disturbing influences busi- 
ness is continuing to make progress, with estimates 
of the year’s business volume steadily revised up- 
ward 

The forecasters now are agreed that the country 
is in a major cycle of rising activity 

How long it will continue and how far it will go 
depends on the question of whether or not Mar- 
riner S. Eccles, chairman of the Federal Reserve 
Governors, gave President Roosevelt the right in- 
formation on the credit trend. 

He told the President that business and industry 
finally is showing real interest in long term bor- 
rowing. which is essential to sustained recovery. 


The Anti-Trust Laws 


Government's Fresh Moves 
To Enforce Competition 


‘HEN NRA—with its release from anti-trust laws 

—went into the discard, several industries con- 

tinued to utilize some of the price control methods 
that grew out of codes. 

The steel industry continued its system of open 
price reporting. The oi] industry went ahead with 
its plan to buy up surplus output of small inde- 
pendent gasoline refineries. Other industries fol- 
lowed the path of controlled competition. 

But when NRA codes went out, the anti-trust laws 
came back in. 

Now the Federal Government is back at the task 
of trying to make industry compete on a free price 
basis. It is ready to make a stab at reversing a 
trend toward price control that has been in evidence 
for 40 years and against which anti-trust laws 
admittedly were found futile in the past. 


OIL COMPANIES INDICTED 

The past week brought indictment of the princi- 
pal oll companies operating in the Middle West and 
of representatives of publications printing price 
quotations on bulk gasoline. 

The charge is that the major distributors of gaso- 
line violate the laws against trusts by buying up 
surplus gasoline from independent refineries and 
then publishing the price paid. This published 
price. according to the indictment, becomes the gfo- 
ing price for the whole industry, set by the com- 
panies themselves without competition 

Commenting on the charge. L. L. Stephens, coun- 
se! for the Standard Oil Company of Indiana, one 
of those indicted, is quoted as saying: 

“From newspaper reports, we are naturally some- 
what confused as to the difference in the desir- 
ability and legality between purchasing surplus 
products of agricultural lands, whether they be 
petroleum or hogs, corn and cattle, or the miners’ 
surplus silver.” 

His reference is to the fact that the Federal gov- 
ernment right now is buying surplus cattle to bol- 
ster the market and has bought hogs and silver for 
the same purpose. Big oil companies are supposedly 
doing the same thing 

But officials assert that what the national gov- 
ernment does in the name of the people is very 
different from what a private company does in the 
name of profit. If a private company is to be al- 
lowed to do what government can do, then govern- 
ment control of that company becomes essential. 

Such is the argument. 


BRAKE ON A FREE MARKET 


In either case there is interference with the free 
operation of the market place as the determining 
factor in setting prices. 

Anti-trust laws are an allempt at forcing com- 
petition. But the New Deal idea, expressed through 
NRA, was that competition could not be enforced 
now that so many means exist to control prices, and 
that government intervention was essential. 

The Constitution stood in the way of that idea. 
So now the Attorney General and the Federal Trade 
Commission are back at their old job of trying to 
apply anti-trust laws. 


Question of Competition 


Enforcement of Regulation: 
Problems Yet to Be Solved 


A LONG with the plan to enforce anti-trust laws 
other governmental efforts are being made in a 
Slightly different direction. 
For instance, there is the new anti-chain store 
law, almed at easing competition in retail trade. 
And there is the opportunity afforded industry 


GUNNING FOR MONOPOLIES—WHAT LABORS 
SPLIT PORTENDS—BUSINESS TIDE RISES 


JOHN L. LEWIS 


LABOR 
LABOR’S ACID TEST—INDUSTRIAL OR CRAFT 


WILLIAM GREEN 
Wide World, Ewing Galloway, & Underwood 


UNIONISM? 


4 CTION by the American Federation of Labor, led by veteran laborite 
~~ William Green, in demanding expulsion of ten unions affiliated with 
the Committee for Industrial Organization within 30 days unless they 
agree to withdraw from that group, is casting the die that will mold the 
pattern of labor activity in the future. The CIO, led by John L. Lewis, 


represents more than 30 per cent of the enrolled membership of the 
A. F. of L. Refusal of the CIO to disband now places the issue squarely 
before Labor—Industrial Unionism as represented by the Committee 
for Industrial Organization, or Craft Unionism, as represented by the 
American Federation of Labor. 


by the Federal Trade Commission to enter into 
voluntary fair trade practice codes built within the 
frame-work of the anti-trust laws 

In getting together, industry chiefly wants to 
have machinery for controlling prices. 

The rubber industry has a plan tentatively ap- 
proved by the Federal Trade Commission, designed 
to eliminate unfair practices. In this proposed code 
the industry gets from the Trade Commission the 
right to prohibit sales below cost “where the ef- 
fect may be to substantially lessen competition or 
tend to create a monopoly.” 


MODIFYING COMPETITION 


To determine what “cost” actually is, the Com- 
mission specifies that “all elements recognized by 
good accounting practice as elements of such cost” 
shall be considered. 

The meaning still is hazy. But signs point to the 
fact that the Government, while moving to enforce 


gradually toward some basis for permitting indus- 
try legally to modify competition 

Trade Commission and Department of Justice 
lawyers still are busy seeking to work out interpre- 
tations of the Robinson-Patman anti-chain store 
law 


First effects of that law have been felt in cancel- 
lation of advertising contracts in some regions by 
one of the big chains and in cancellation of some 
special contracts by manufacturers to supply 
goods on a special price basis to big distributors. 

First effects of State anti-chain store tax laws 
are showing up in the action of big oil companies 
to lease filling stations to individuals, while retain- 
ing contracts to supply the stations with gasoline 
and oil and other products. 

Through this method the companies avoid 
chain store taxes, and simplify their organization. 
The individual managers of stations formerly owned 
by the big companies tend to step up the efficiency 


+ ting labor costs. 


The result is fewer jobs and, of- 
ten, lower wages. 

The whole problem of forcing competition or of 
regulating competition remains where it was found 
after the 1929 crash. 


What Labor Battle Means 


Predicted Entrance Into Politics 
Both State and National 


[| MPENDING split in the American Federation of 
Labor has a meaning not alone for workers 
but for employers as well. 
To those on the inside of developments, watch- 
ing John L. Lewis and his insurgents spar with 
William Green and his old-line regular unions, the 


outcome from an employer's standpoint is likely 
to be: 


anti-trust laws on one front, is feeling 


its way 


and cut down the expenses of their stations by cut- | 


1.—An intensive effort on the part of the pros- 


TITLE REGISTERED PATENT OFTICE 


THE EROSION OF TAXATION 
By ARTHUR A. BALLANTINE 
Member legal firm of Root, Clark, Buck- 
ner and Ballantine, New York; former 
Undersecretary of the Treasury 
‘WOLLEN Government expenditures 
inevitably mean increases in ltaxa- 
tion. They have to be met some time 
and there is no source of Government 
income but taxation that inevitably 
comes home to all—to thove having 
tle as well as those having much, to the 
unemployed as well as to the employed 
Excessive burdens of taxation work 
against employment 
Excessive burdens of 
taxation work against 
employment 
The needeed rev- 
enues cannot be 
taken from large in- 
comes for there are 
nothing like enough 
of them and they 
have already been 
taxed to the limit 
The higher brackets 
of the income tax 
have been pushed to 79 per cent, con- 
trasting with the high point of 63°. per 
cent in England. Yet the latest Treasury 
statistics of income indicate that if the 
amount of all income over $5,000 a year 
was taken by the Treasury, and that 
could only be done once, the addition 
would run the Government, on the basis 
of last year's expenditures, for not over 
six months 
Nor can the needed revenues be taken 
from large estates. With a schedule of 
Federal estate taxes reaching the top 
bracket of 70 per cent, the yield is only 
a little over $200,000,000 a year. 
Recently we saw the hurried enact- 


ment of the new tax bill relying ior 


additional revenue mainly upon a grad- 
uated tax upon the income. of corpora- 
tions conducting most of the business 


of the country, designed to put heavy 


pressure upon them to distribute all 
earnings regardless of the need to make 
reserve for the legitimate protection and 
development of the business 

All the earnest argument against ihe 
new measure merely lessened the ex 
action, but did not prevent resort to a 
method of taxation that favors the 
strong well-established business enter 
prise as against the weaker enterprise 

The revenue to be derived from this 
new measure is in a peculiar degree a 


guess, but assuming that it reaches the 
Treasury estimate, that will weigh very 
lightly against the ultimate cost of this 
process of using up the seed corn of 
industry. More familiar methods of rev- 
enue raising should have been used but 
the burden of it would have been more 
apparent to the ordinary taxpayer. 

Now that far heavier taxes on in- 
come, estates and corporations have 
been imposed, the new burden of taxa- 
tion upon the average man will become 
more and more apparent. More than 
one-half the income of the United States 
Government today is derived from in- 
direct taxes, resting on a large range 
of commodities clearly entering into the 
cost of living for all. 


Even more important to the average 
man and woman is the effect of higher 
and higher tax burdens in diminishing 
the opportunity for employment and ad- 
vancement. Excessive taxes act inevi- 
tably as a check upon industry and its 
maintenance and expansion. Docs the 
average man want his Government to 
tax him out of a job? Does he want his 
Government to tax so heavily as to dry 
up the source of its and his support? 


It is often suggested that stopping the 
deficits must be a harsh and inhuman 
operation. The necessary action, how- 
ever, does not mean that the needs of 
those truly in distress will be denied 
it does mean that relief payments shal! 
be based solely and impartially upon 
need. It does mean that the supervision 
of relief expenditure and appropriate fi- 
nancial responsibility must rest upon lo- 
cal communities and their own repre- 
sentatives. The spirit and method of the 
Red Cross should replace the spirit of 
the mistletoe and the holly. 

Getting back to Government finance 
which we know to be sound and endur- 
ing is not a matter of cold economic 
theory. It is of the essence of protection 
to the average man and woman and to 
the permanent ability of the Government 
to serve them. They must be protected 
not only from the insidious and mount- 
ing burden of taxes, not only from clogs 
upon employment and opportunity, which 
excessive and experimenial taxes impose, 
but from the danger of what must in- 
evitably follow the full course of erosion 
by deficits—inflation of the currency and 
the destruction of all savings and se- 
curity—the interruption of all usual ways 
of life, here as in Germany. First ero 
sion then explosion! 


We shall get back on the right road 
only by a return to those policies which 
every thinking person must know to be 
right. For the pious wish that the 
budget may sometime be balanced, we 
must substitute a fighting purpose to 
stop expenditures we cannot pay for 
while there is yet time. ‘(From an ad- 
dress recentiy delivered before the In- 
stitute of Public Affairs, University of 
Virginia.) 


FUNCTION OF SPECULATION 
By DR. W. W. CUMBERLAND, 


Economist, Wellington & Co., New York 

*PECULATION cannot be separated 
“from the possession of accumulated 
wealth, since fluctuations in commodity 
prices, the value of currencies and the 
earnings of business enterprises keep 
the capitalized value of wealth, particu- 
larly corporate wealth, in a constant 
State of flux. 

Speculative profits are as valid as pri- 
vate ownership of property. Nor should 
it be forgotten that profitable specula- 
tion almost exclusively resu:ts from the 
correct interpretation and application 
of underlying economic facts 


When properly conducted speculation 
keeps the prices of commodities, securi- 
ties and real estate in reasouably close 
relation to realities. When the economic 
functions of speculation are badly per- 
formed it is speculators themselves who 
are most certain to suffer losses. 

Speculative markets not only consti- 
tute the medium for directing capital 
to industry but afford the method for 
discriminating between efficient and in- 
competent management 


Of most importance is the relation 
of speculative markets to the banking 
and credit structure. Industry is pro- 
vided with permanent capital while in- 
vestors are relieved from the necessity 
of making permanent financial commit- 
ments. 

Sweeping changes in commodity 
prices, in the value of money, and in 
corporate earnings are usually the ef- 
fects of specific policies of Government. 
Continuity of governmental policy would 
be the most effective means of eliminat- 
ing speculative excesses, while retaining 
the benefits inherent in broad and flexi- 
ble capital markets.—‘From a recent ad- 
dress before the Institute of Public Af- 
fairs. University of Virginia 


“LOSS LEADER” SELLING 


By PAUL 8. WILLIS 


President, Associated Grocery Manufac- 
turers of America 

N connection with price discrimination 

legislation, such as H. R. 8442, let 
me say that AGMA for several years 
has advocated that Section 2 of the 
Clayton Act be amended to deal more 
effectively with trade practices in dis- 
tribution, and when the Robinson-Pat- 
man price discrimination bills came 
aiong. we went on 
record in support of 
the purpose of this 
type of legislation — 
and that we were 
for the elimination 
of the trade practice 
evils in distribution. 
We objected to the 
wording of some of 
the provisions as 
written, and offered 
substitute language. 

Now since H. R. 8442 has become the 
law, our approach to its interpretation 
shall certainly be from the angle of ren- 
dering a constructive purpose. As writ- 
ten, some of the provisions are difficult 
of interpretation and I have seen nu- 
merous varying interpretations and I 
have found also that these interpreta- 
tions invariably are made on the basis 
of self-interest. If we all approach it 
from that angle. we will then have 
dozens of interpretations and the pur- 
pose of the law will be defeated. 

The thing in which you are most im- 
portantly interested was not included in 
the bill and that is a provision dealing 
effectively with “loss-leader selling.” 
This is something which concerns all of 
us. At a recent meeting of our Asso- 
ciation, a resolution was passed instruct- 
ing the officers to proceed with the crea- 
tion of a “model state bill” and to have 
this prepared in a manner which will 
deal effectively with the prevention of 
“loss-leader selling.” If the industry 
could come to some agreement and ap- 
prove a “model bill” and then as an 
industry, sponsor it in each State, it 
should not be so difficult to obtain the 
enactment of such state laws.—(From 
an address before the recent convention 
of the National Association of Retail 
Grocers, Dallas, Tex.) 


+ pective new set-up headed by Lewis, to organize 


not only the steel industry but the automobile in- 
dustry, the rubber industry, the textile industry 
and other mass production industries. 

2.—An attempt by the A. F. of L. to replace unions 
that are suspended—and likely to have their char- 
ters withdrawn next November—with new A. F. of 
L. unions in the coal industry, the steel industry, 
the automobile industry and other industries. 

3.—A battle between the two union groups over 
jurisdictional matters, and competition between 
them in making promises to workers, as well as in 
trying to fulfill promises by strikes. 

4—Venture of the Lewis group into politics on 
a class basis, using the power of organized labor 
vote to get what it wants through State legisla- 
tures and the national Congress. 


THE POLITICAL OBJECTIVE 


In considering labor's political power, John Lewis 
and his aides are thinking less of capturing the 
Presidency of the country or Governorship of 
States than they are of forming a real bloc of la- 
bor representatives in State legislatures and in 
Congress. 

Their idea is that the power of Government— 
controlled by organized votes—can be brought into 
play on the side of labor to get concessions that 
otherwise could not be obtained. 

If this move proves successful business, in the 
opinion of the Government's observers, may have 
to look more and more to the courts for protection. 

The Lewis group, if forced out of the A. F. of L. 
in November, will take with it the youngest and 
most aggressive among the labor leaders of the 
country, as well as some of the strongest unions. 


World Trade: Promise is Dim 


European Conditions Give Scant 
Hope of Profitable Commerce 


HAPPENINGS in Europe suggest that a stable and 
expanding world trade will not soon augment 
the present recovery tide in this country. 

The past week brought: 

1.—Strained business relationship between this 
country and Germany owing to currency difficulties. 

2.—New fears and tensions among the European 
nations as a result of events in Spain, making 
more difficult any early adjustment of trade and 
currency problems. 

Germans in recent months had been buying 
much more heavily of American cotton and Ameri- 
can fats. They had worked out a system of ex- 
change based on special Germany currency. It 
worked this way: 


PLAN OF THE “ASK! MARKS” 


An American export house would sell cotton to a 
German import house, getting paid in marks at the 
official exchange rate of about 2's marks to the 
dollar. 

Instead of allowing the American exporter to 
withdraw the marks, the Germans put them into a 
special account and in that account changed 2', 
marks into about four marks. Those four marks— 
known as “aski marks”’—then were available to 
American import houses to buy German goods for 
use in America. 

In other words, the Germans utilized their cur- 
rency to get bargains in American goods for export 
and then to give bargains on German goods for 
sale to America. 

The Treasury ruled that the use of these special 
marks constituted “dumping” under the terms of 
the tariff laws and duties were raised against 
German goods. The Germans then sent a special 
mission to this country to adjust matters, but it 
went home empty handed. Now use of the “aski 
marks” is forbidden by the German government 


and the currency base for trade is temporarily dis- 
rupted. 


STABLE CURRENCY NEEDED 


Talk is of a new agreement and an adjusted 
method of doing business with the Germans. 

But their trade with all the world is so entwined 
with special export subsidies that this Govern- 
ment’s specialists hardly see how any permanent 
agreement can be worked out short of general cur- 
rency stabilization. Without stable world currency 
they are pessimistic about the chances of any im- 
portant expansion in world trade. 

Treasury officials here have hinted that Presi- 
dent Roosevelt, if reelected, will move for a read- 
justment and stabilization of world money. 

But officials of other departments say that po- 
litical conditions in Europe are so highly unsettled 
that neither England nor France would be ready 
to go along. 

Their idea is that Europe is jumping from crisis 
to crisis—the latest in Spain—with feverish prepa- 
rations under way in every nation for what the 
leaders accept fatalistically as an approaching war. 


Business Skies Brighter 


Air Rife With “Good Times” 
Talk and Statistics 


NEITHER troubles abroad nor drought and elec- 
~ tion uncertainties at home are changing the 
recovery trend in the United States. 

Wage and dividend increases continue to dot the 
daily news. More and more men are reported by 
the Government to be going back to work in in- 
dustry. 

Increased demand is sending prices up. The ad- 
vance in the cost of living during June, according 
to the National Industrial Conference Board, was 
faster than the advance in wages, causing a slight 
set-back to purchasing power in the industries 
studied. 

But rains came during the last week to give some 
relief to areas where corn crop prospects still can 
be improved. This suggested shat livestock that 
might otherwise have to be sacrificed now can be 
saved, and that skyrocketing prices may be brought 
under control. 

Steel demand, building material demand, electric 
power demand and other demands continue to sur- 
prise by their persistence. 

Good times talk still is in the air. The reason 
why is shown by figures of the National Industrial 
Conference Board which shows that for June, 1936, 
hourly earnings of labor are 2.8 per cent above a 
year ago; hours worked are 89 per cent more; 
money earned is 12.9 per cent more; real weekly 
earnings 9.7 per cent higher; employment up 9.7 
per cent and pay rolls 21.3 per cent higher. 

Owen Scorr. 
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+ RULES FOR CALCULATING TAX ON UNDISTRIBUTED PROFITS + 


"THE interpretation to be made 

of certain sections of the 
new surtax on undistributed 
corporate profits has been a de- 
batable question since the 1936 
Revenue Act was passed. With 
a set of new regulations the 
Treasury ends speculation on 
the matter. 


This portion of the Revenue Act of 
1936 was designed to force out cor- 
porate savings into the hands of the 
public where they could be taxed. It 
sets up a super tax on the part of 
corporation income not distributed 
to be applied at rates ranging from 7 
per cent on the first 10 per cent of 
retained income to 22 per cent on 
the balance of retained income over 
60 per cent. 

It also raises the regular corpora- 
tion tax rates. They now range 
from 8 per cent on the first $2,000 
income to 15 per cent on all over 
$40,000 Thus, if a corporation 
earned more than $40,000 a year it 
would pay 15 per cent on all net in- 
come above that amount. Then, if it 
decided that it should retain all its 
earnings instead of distributing a 
portion of them to stockholders 
there would be an additional tax 
imposed of 15 per cent 


ESCAPING SUPER-TAX 

A corporation which wants to ¢s- 
cape the super tax can pay out all 
of its earnings, although it will still 
have to pay the corporation income 
tax. The stockholders of this com- 
pany will be forced to pay on their 
dividends received the normal indi- 
vidual income tax and the surtax. 

Thus, the section dealing with the 
disbursements of dividends is one of 
the most important and crucial 
parts of the Act. 


For the purpose of the surtax im- 


posed a “dividends paid credit” is | 


allowed against adjusted net income 
in determining the undistributed 
net income. The unadjusted net 
income means the net income 
minus the sum of (1) the normal 
tax, and (2) credit provided for in- 
terest on certain obligations of the 
Federal Government and Govern- 
ment corporations. 


“The amount or the credit is the 


> 


| 


amount of the dividends paid during | 


the taxable year,” the regulations 
state. This amount, however, is sub- 
ject to “qualifications, limitations, 
and exceptions prescribed” in Sec- 
tion 27 of the Act 


DIVIDEND PAID CREDITS 

“A dividend will be considered as 
paid,” reads the regulations, “when 
it is received by the shareholder.” 
It was explained that in order to 
be a dividend paid credit, the divi- 
dend which the shareholder re- 
ceives must be taxable. In order 
to be taxable the interest in the 
company which the dividend re- 
ceiver acquires must be changed: 
that is, it must be different than 
what he had before. 
certain types of stock dividends as 
credits in computing the tax 

The new law specifically provides, 
it was pointed out, that, where the 
stockholder receives a taxable divi- 
dend, then this represents a distri- 
bution by the company and for that 
reason is tax exempt as far as the 
company is concerned 

“A dividends paid credit,” the de- 
cision states, “can not be allowed 
unless the shareholder receives the 
dividend during the taxable year 
for which the credit is claimed. 

“If a dividend is paid by check 
and the check bearing a date with- 
im the taxable year is deposited in 
the mails, in a cover properly 
stamped and addressed to the share- 
holder at his last known address, 
at such time that in the ordinary 
handling of the mails the dividend 
would be received by the share- 
holder within the taxable year, a 


This rules out | 


Regulations Issued by the Treasury For 


Interpreting 1936 Law 


presumption arises that the divi- 
dend was paid to the shareholder 
in such year. 

“The payment of a dividend dur- 
ing the taxable year to the author- 
ized agent of the shareholder will 
be deemed payment of the dividend 
to the shareholder during such 
year. 

“If a corporation, instead of pay- 
ing the dividend directly to the 
shareholder, credits the account of 
the shareholder on the books of the 
corporation with the amount of the 
dividend, the credit for a dividend 
paid will not be allowed unless it 
be shown to the satisfaction of the 
Commissioner ‘of Internal 
nue) that such credits constituted 
payment of the dividend to the 
shareholder within the taxable 
year. 


STOCK DIVIDENDS 

“A credit will not be allowed for 
the amount of a dividend credited 
during the taxable year upon an 
obligation of the shareholder to the 


Reve- 


corporation unless it is shown Wt | 


the satisfaction of the Commis- 
sioner that such crediting consti- 
tuted payment of the dividend to 
the shareholder within the taxable 
year.” 


“In the case or a stock dividend, 


if the shares constituting the divi- 
dend are not entered or registered 
on the books of the corporation in 
the name of the shareholder ‘or his 
nominee or transferee) within the 
taxable year, the dividend will not 
be deemed to have been paid in 
such a year. Delivery of a certifi- 
cate, or certificates, for such new 
shares, within the taxable year, con- 
stitutes prima facie evidence of the 
payment of the dividend. 


“If the devidend is payable in” | 


bonds or notes of the “corporation, 
they should be entered or registered 
in the taxable year on the books 
of the corporation, in the name of 
the shareholder (or his nominee or 
transferee), and, in the case of ob- 
ligations payable to bearer, should 
be received in the taxable year by 
the shareholder (or his nominee or 
transferee), to constitute payment 
of the dividend within the taxable 
year. 

Whether a dividend has been paid 
to the shareholder by the corpora- 
tion during its taxable year depends 
entirely on whether the shareholder 
received it in that year, the decision 
declares. The determination of this 
question, says the ruling “is in no 
way dependent upon the method of 
accounting regularly employed by 
the corporation in keeping its books 
or upon the method of accounting 
upon the basis of which the net in- 
come of the corporation is com- 
puted.” 


RECORDS INSISTED UPON 

Any company which claims a 
credit for dividends paid is obligated 
to keep permanent records, the in- 
terpretation declares, to accomplish: 

(1) Establish the fact that the 
dividends for which credit is claimed 
were actually paid during the tax- 
able year. 

(2) Supply the information re- 
quired to be filed with the income 
tax return of the corporation. 

The corporation claiming credits 
must file with its return a “true 
copy of the dividend resolution,” and 
a “concise statement of the facts re- 


lied upon to show payment of the | 


dividend within the taxable year, 
clearly specifying the medium of 
payment.” 

If the distribution is not made in 
money, the corporatiton must spec- 
ify the fair market value and ad- 
justed basis of the payment on the 
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date of the distribution, and also the 
manner in which this value and 
basis were determined. The corpo- 
ration will not be forced, the regu- 
lations reveal, to file with its return 
cancelled dividend checks and re- 
ceipts obtained from shareholders 
acknowledging payment of divi- 
dends. These documents must, how- 
ever, be kept by the corporation as 
part of its records, it is stated. 


DIVIDEND CARRY -OVERS 


Under section 27 of the Act a cor- 
poration is permitted to include in 
its credits for dividends paid a “car- 
ry-over” of dividends distributed in 
certain preceding taxable years, in 
addition to credits for dividends paid 
during the current taxable year. 

To claim credit for dividends paid 
in preceding years, the corporation 
must show that certain conditions 
have been met. During the taxable 
year if no dividends are actually 
paid or if the dividends actually 
paid are less than the total adjusted 
net income for that year, then the 
corporation can claim carry-overs of 
dividend payments in an order pre- 
scribed by the Commissioner. 

The order in which the dividends 
paid in previous years may be 
claimed for credits in the taxable 
year is: First, those actually dis- 
tributed during the second preced- 
ing taxable year; and second, those 


+ 


payments actually made during the — 


first preceding taxable year. 


Not the entire amount of divi- 
dends paid in the second preceding 
years may be claimed, but only “the 
amount by which dividends which 
were actually paid exceeded the ad- 
justed net income for such year.” 
This is further qualified by the rul- 
ing that these credits are allowed 
only “to the extent that the excess 
was not needed as part of the div- 
idends paid credit for the first pre- 
ceding taxable year.” 


The Act does not permit a cor- 
poration to claim dividend carry- 


| over credits consisting of dividends 


paid during any taxable year begin- 
ning prior to January 1, 1936. In 
other words, the first taxable year in 
which a corporation may prevail it- 
self of the benefit of the dividend 
carry-over is its second taxab.e year 
beginning after December 31, 1935. 


‘DIVIDENDS IN KIND’ 


What has the Treasury ruled in 
regard to dividends paid in assets 
other than money, that is, “divi- 
dends in kind’? 


First, it is realized that the Act 
itself imposes a limit upon the ex- 
tent to which dividends in kind may 
be recognized for the purposes of 
determining the amount of “divi- 
dends paid credit.” 

Second, it is ruled that, “if the 
dividend is ultimately and actually 
paid by the corporation in any prop- 
erty constituting its corporate as- 
sets other than money, the amount 
of dividends paid credit to which 
the corporation is entitled with re- 
spect thereto cannot exceed the les- 
ser of two sums.” 

Third, these sums are set down as: 
the “adjusted bases of such prop- 
erty in the hands of the corpora- 
tion,” and “the fair market value of 
such property.” 

Fourth, the regulations include in 
the term “property” shares of cap- 
ital stock of the corporation making 
the dividends distribution “if such 
shares of stock are held by it as an 
investment.” It also includes obli- 
gations upon which the corporation 
making the distribution is liable as 
a “guarantor, endorser, or surety.” 

As to taxable stock dividends the 
interpretations state that the cor- 
poration is entitled to a “dividend 
paid credit” with respect to distri- 
butions in stock dividends or stock 
rights which are taxable dividends 
in the hands of the shareholders. 
These dividends are said to be tax- 
able under the Act when they come 
within the meaning of income as 
defined in the Income Tax Amend- 
ment to the Constitution. 

Taxable stock dividends are those 
which change the interest of the 
receiver in the company. The divi- 
dend, then, must represent a gain 
that may be classed as income. A 
splitting of stock which does not 
change the stockholder's interest is 
not taxable. And because of that 
fact such dividend payments are not 
allowed as “dividends paid credit” 
for the company. 


ONE EXEMPTION SECTION 


One section of the Revenue Act 
which has caused considerable con- 
fusion is that which exempts from 
the surtax on undistributed earn- 
ings those dividends which are set 
aside for debt liquidation and other 
specified purposes by contracts 
which are executed before May 1, 
1936, and expressly covering divi- 
dends for the taxable year. 


The reguiations specify that such 
contracts must be written docu. 
ments dealing explicitly with divi- 


| Senate last Spring 


dends as such. It is stipulated that 
the charter of a corporation “does 
not constitute a written contract 
executed by the corporation within 


the meaning . if the Act.” 
“Only contractual provision 
which expressiy deals with the dis- 


position of the earnings and profits 
of the taxable ir shall be recog- 
nized as a basis for the credit,” says 
the regulations 

“A corporation having outstand- 
ing bonds is Not entitled to a credit 
under a provision.” it is explained, 
“merely requiring it. for example, 
(1) to retire annually a certain per- 
centage Or amount of such bonds. 
(2) to maintain o sinking fund suf- 
ficient to retire ali or a certain per- 
centage of such bonds by maturity. 
(3) to pay into a sinking fund for 
the retirement of such bonds 4 
specified amount per thousand feet 
of timber cut per 
mined, or (4) to pay into a sinking 
fund for the retirement of such 
bonds an amount equal to a certain 
percentage Of gross sales or gross in- 
come.” 

The Act allows this type of credit 
in determining undistributed net in- 
come only to those companies hav- 
ing a written contract in existence 
prior to May 1, 1936. The regula- 
tions do not deal with the companies 
which had not drawn up such con- 
tracts for the simple reason that 
the Act makes no mention of them 


COURT TESTS EXPECTED 

If the corporations without con- 
tracts under this provision wish to 
retire debt with part of their profits. 
all well and good, says the Act in 
effect. But, if they do make such 
retirements, they cannot claim 
credit for them against their undis- 
tributed income. and the sums used 
for retirements are taxable 


These provisions stirred up stren- 
uous Opposition when the hearings 
on the proposed legislation were be- 
ing conducted by the House and the 
Opponents of 
the provisions pointed out that cor- 
porations which do not have spe- 
cifie written contracts suffer unfair 
discrimination. 


ton of coal 


This is one section of the Act 
which may bring court tests to clear 
up the application of the law. As a 
matter of fact Treasury officals. ad- 
mitted when the regulations were 
released, that court actions designed 
to test the constitutionality of vari- 
OusS provisions of the Act are inevi- 
table. 

One change which the new regu- 
lations will bring about is an altera- 


— 


tion of the income tax return forms 


because the Commissioner will now 
demand that corporations file de- 
tailed information concerning divi- 
Gend payments. Included in the 
data which must be submitted will 
be a copy of the resolution of the 


directors declaring the dividend taxes”, and the absorption of sub- 
and also documentary proof of the Sidiaries. 
payment. The regulations constitute a doc- 
OTHER RULINGS TO COME ee 
As stated previously in this article to as Treasury Decision 4674. The 
the new regulations deal only with full title is: “T. D. 4674, Income 
that section of the Revenue Act in Tax. Revenue Act of 1936, reguia- 
regard to the surtax on undistribut- tions under section 14, relating to 
ed corporate profits. Other Treas- surtax on undistributed profits of 
ury Decisions will be promulgated corporations, section 26 and section 
soon interpreting the provisions as | 27, relating to credits of corpora- 
respects mutual investment com- tions. and section 115. relating to 
panies, the so-called “windfall distributions by corporations 


The document was made public 
by the Treasury Department, office 
of Commissioner of Internal Reve- 
nue, Washington, D. C., and copies 
may be obtained from that office. 
The decision, which contains 30 
closely typewritten pages, is signed 
by Charles T. Russell, Acting Com- 
missioner of Internal Revenue, and 
approved by H. Morgenthau, Jr. 
Secretary of the Treasury. It was 
filed with the Division of the Fed- 
eral Register, August 7, 1936. 
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SEC IN ACTION 


John McKee (left), accountant investigator, and John 
N. Kelley, counsel, members of the Securities and 
Exchange Commission staff conducting the govern- 
ment’s side of the White, Weld & Co., hearing. 
The SEC has ordered the firm to show cause why it 
should not be expelled from the New York Stock 
Exchange for alleged stock manipulation practices. 


Investment Trusts 
And Their Methods 


TTEMPTING to learn frorm the 

collapse of investment trust assets 
since 1929 possible lessons for the fu- 
ture, the Securities and Exchange 
Commission continues its public ex- 
amination of those institutions for 
the second week. 


SEC last week explored the history and activities 
of several additional predecessor companies of Equity 
Corporation, one of the largest investment trusts. 
The commission is conducting investigations of 
two or three of the more important organizations 
in the field preparatory to making a report to Con- 
gress in January. 

Under scrutiny in the second week of hearings 
were the origins and operations of the Eastern 
Shares Corporation, the Reliance International 
Corporation and the Reliance Management Corpo- 
ration, all three being corporations which were 
later absorbed by Equity. 


EFFECTS OF THE BIG CRASH 


The effect which the fall of stock market prices 
had on the worth of investment trusts was de- 
scribed by Morton H. Frye, of Scholie Brothers, New 
York, who was an officer in the original Reliance 
companies. SEC counsel had introduced evidence 
to show that these companies suffered losses aggre- 
gating over twelve million dollars because of the 
slump in security prices. 

Mr. Frye summarized his testimony by stating 
that, “our directors watched the rise of security 
prices early in 1929 and we felt that it was only 
a matter of good business that we should use some 
of the free cash of the companies.” No one could 
have predicted at the time the purchases were 
made what was going to happen in October, 1929, 
he said. 

Praise of the general theory on which invest- 
ment trusts operate was put into the record by Mr. 
Frye. “It seems to me,” he said, “they are a very 
proper medium for the small investor. He gets 
diversification and careful attention to his invest- 
ments.” 


NO ABUSES FOUND 


SEC counsel indicated that, in regard to the Re- 
liance companies, no questionable methods of oper- 
ation were disclosed. For its own information in 
making the report to Congress, the commission 
tried to depict the growth of the companies. 

The same situation exists in regard to the East- 
ern Shares Corporation, originally called the Pass- 
wall Corporation, organized in 1928 by Pask and 
Walbridge of the New York Stock Exchange. In 
this instance government counsel] found especially 
interesting the fact that the brokerage firm handled 
most of the trust company’s stock transactions. 
SEC announced it had uncovered nothing to dis- 
credit the Pask and Walbridge management of the 
trust. 

The management was conducted in such a way, 
said F. T. Hepburn, former president of Eastern 
Shares, that no abuses resulted. In a reply to 
counsel's questions, Mr. Hepburn declared that a 
close relationship between a trading firm and an 
investment trust “might be abused, but it is also 
one that can be carried on without abuses.” 


In combating an !njunctive suit designed to halt | 


an investigation, SEC outlined the constitutional 
basis on which present hearings are being con- 
ducted. Frederick T. Fisher, a stockholder in Equity 
Corporation, filed suit two weeks ago to have the 
proceedings enjoined on the ground that the Public 
Utility Act gave SEC power to “study” investment 
trusts and not to “investigate.” 


David Schenker, chief counsel to the inquiry, ar- 
gued that the investigation lies fully within the 
power of the government, because: 

First, investment trusts use the mails and other 
facilities of interstate commerce to sell their secur- 
ities. 

Second, investment trusts operate in fields al- 
ready covered by other securities legislation. namely 
the security markets and the Capital market. 


Reserve Post ls Filled 


THe new office of vice-chairman of the Board of 

Governors of the Federal] Reserve System was 
filled last week by an executive order of President 
Roosevelt. 

Ronald Ranson, an Atlanta banker, already a 
member of the Board of Governors, received the 
appointment. The position, which no one has ever 
held before, was created under the provisions of 
the Banking Act of 1935 which became effective 
Feb. 1, 1936. 

In the absence of the chairman, Marriner S. Ec- 
cles at present, Mr. Ranson wil] act as chairman. 


TITLE REG. APPLIED FOR U.S. PATENT OFTICE 


PRESENT AND PROSPECT 


TERRITORY 


UNDER SECURITIES COMMISSION RULE 


HE Securities and Exchange Com- 
mission has yet to develop the 
greater part of its equipment for the 
protection of investors, its officials as- 
sert. What equipment has it set up 
during its two years of operation? 
What new developments are likely to 
take place in its administration of 
securities legislation ? 


Already acting, in the words of Charles R. Gay, 
president of the New York Stock Exchange, as the 
“policeman of the security markets,” SEC has only 
begun to “scratch the surface” of its large pro- 
gram, according to commission officials. Its powers, 
as defined by the Securities Act of 1933, the Se- 
curities and Exchange Act of 1934 and the Public 
Utility Act of 1935 are so broad that full develop- 
ment of the program to protect investors will take 
many years, they say. 

Under SEC's surveillance at present are: 

First, administration of the “blue sky” aspect of 
the securities legislation, the tracking down of 
stock frauds. 

Second, trading on national securities exchanges. 

Third, the issuarice of new securities and the 
fiscal information which issuers must supply the 
public. 

Fourth, the issuance and sale of oil royalties. 

Fifth, the information which companies with se- 
curities listed on exchanges must file. 

Sixth, the finances and operations of public util- 
ity holding companies. This control is qualified, 
however, by the fact that to date only 10 per cent 
of the companies have registered with SEC. 


NEW CONTROLS PROPOSED 


The divisions of the commission in charge of 
the various aspects of the program constantly 
amend regulations and rulings in efforts to make 
for a more effective and practical control. In ad- 
dition to strengthening its present procedures, SEC 
is now preparing for significant advances into pres- 
ently unfettered sectors of finance, as follows: 

First, at the conclusion of its present investiga- 
tion of investment trusts SEC will request super- 
visory powers over those organizations, it is taken 
for granted in commission circles. The section of 
the Public Utility Act which ordered SEC to make 
the survey asks for its recommendations. Although 
the Act does not specifically request recommenda- 
tions for legislation, the investment trust study 
staff has taken the viewpoint, its members state, 
that such suggestions are called for. They also feel, 
that, inasmuch as SEC has conducted the investi- 
gation, supervisory powers, if there are to be any, 
over the trusts should be delegated to it. 


Second, as indicated in a report to Congress, SEC 
will attempt to segregate the functions of brokers 
and dealers on national securities exchanges so 
that agents for the public cannot at the same time 
trade for their own account. 

Third, after further study of the possible effect of 
any application of the segregation principle to the 
over-the-counter markets, SEC may extend the 
principle to all security dealings, the same report 
suggests. 


MAY BAR “UNLISTED TRADING” 


Fourth, it is preparing tighter regulation of “un- 
listed trading” on stock exchanges under amend- 
ments to Section 15 of the Securities Exchange Act 
of 1934. Still under consideration is the proposed 
elimination of this type of trading, it is pointed 
out in the commission's study of unlisted trading, 
a report on which was sent to Congress last session. 

Fifth, in the reports to Congress made by the 
protective committee study division, SEC has asked 
for a refashioning of the entire reorganization field 
in this country. That report indicated that SEC 
would be the Federal agency best equipped to ad- 
minister the proposed new statute. 

Sixth, along the same line SEC has asked Con- 
gress that restrictions be placed upon committees 
for the holders of real estate bonds. 

Seventh, the commission begun to regulate the 
over-the-counter markets in a way comparable to 
that by which it supervises the stock exchanges. As 
the first step almost 68,000 dealers have been reg- 
istered. 

Eighth, SEC will attempt to force registration by 
companies whose securities are traded over-the- 
counter in the same way that listed companies on 
stock exchanges must register and reveal pertinent 
data to stockholders and prospective stockholders. 
In the report on unlisted trading, SEC declared, “it 
should be emphasized that securing registration of 
over-the-counter securities is of the utmost im- 
portance in and of itself... .” 


KEEPS AN EYE ON THE COURTS 


As SEC contemplates these proposed advances it 
is carefully marking the course it intends to take 
in each instance, looking toward the possibility of 
further court attacks. 

Officials still remember the words of the Su- 
preme Court majority decision in the Jones case: 

“Arbitrary power and the rule of the Constitu- 
tion cannot both exist. They are antagonistic and 
incompatible forces and one or the other must of 
necessity perish whenever they are brought into 
conflict. 

“The action of the Securities and Exchange 
Commission finds no support in right principle or 
in law. It violates the cardinal precept upon which 
the constitutional safeguards of persona] liberty 
ultimately rests, that this shall be a Government of 
laws, because to the precise extent that the mere 
will of an official or an official body is permitted 
to take the place of allowable official discretion or 
to supplant the standing law as a rule of human 
conduct, the Government ceases to be one of laws 
and becomes an autocracy.” 

Instead of following a policy of laying down strict 


+ reguiations by fiat, SEC will consult with expert 


opinion in the fields where it will attempt regula- 
tion, officials have declared. 


Conferences with stock exchange officials, for in- 
Stance, are scheduled to start in the Fall in order 
to obtain their views on methods to be employed in 
segregating broker and dealer functions. The re- 
port which SEC made to Congress on segregation 
met considerable opposition from certain broker- 
age circles. In preparation for its side of the dis- 
cussions the New York Stock Exchange will hold an 
open forum, it was reported last week, to get an 
idea of what the investing public thinks of the 
proposed segregation. 


TO CONSULT EXCHANGE OFFICIALS 


Another illustration of this point was given last 
week in an address by David Saperstein, director of 
the Trading and Exchange Division, before the Na- 
tional Security Traders Association in Los Angeles. 

Commenting on the segregation report, in the 
writing of which he was instrumental, Mr. Saper- 
stein said: 


“In the conclusions relating to the over-the- 
counter markets it is pointed out that continued 
exploration of the questions affecting these mar- 
kets is desirable not only by the Government but 


~Underwood & Underwood 
THE OTHER SIDE OF THE CASE 
Harold White, of the firm of White, Weld & Co.., 
(left) confers with his public relations advisor, James 
L. West, before taking the witness stand to assert 
his firm's action in stock exchange dealings was not 
improper but justified by apparent prospects of the 
stocks dealt in. 


by persons in the securities business and others. 
Organizations that would consider the problem of 
the business from an imaginative standpoint and 
would think ahead as to the directions of possible 
and desirable development, could perform a true 
service.” 

Members of the financial community last week 
commented that here again, as in the case of the 
formation several weeks ago of Investment Bank- 
ers’ Conference, Inc., and other instances, SEC is 
laying the groundwork for cooperation at a later 
date when it attempts segregation and other con- 
trols in the over-the-counter market. 


WHAT SOME BROKERS CLAIM 


Certain leading brokers, in opposing any further 
extension Of SEC's authority over their business, 
have claimed that the commission has achieved 
its success thus far because of just such coopera- 
tion all along the line. True, they admit, there 
have been numerous skirmishes with the agency, 


# but no concerted attack 


like that which over- 
whelmed NRA. The five commissioners have pro- 
ceeded in such a fashion, these leaders believe, 
that they have established a virtua] dictatorship 
over the security business before those in the busi- 
ness realized what was taking place 


Among this oppositional element arising a 
movement looking forward to an amendment of the 
Securities Exchange Act of 1934. Proponents of 
the movement are of the opinion that, as one com- 
mentator ppt it last week, “the basic danger of 
SEC lies in the fact that its powers are so vague 
that they can be construed or changed to inciude 
almost anything.” 

For its new venture SEC asks—cooperation. As 
to its past activities and present controls, Mr. 
Saperstein, talking as an official spokesman for 
the commission, said: 

“I am among those who believe that this legis- 
lation is not an accident or a flash in the pan or 
the spasmodic outburst of an enraged people. I 
believe that it was demanded with a cold and ir- 
resistible logic by the events leading up to and fol- 
lowing the economic convulsion of 1929; that it is 
as significant as any piece of social jegislation thus 
far evolved by a capitalistic society, and that it is 
here to stay.’ 

And again, he said: “Thus far we have been 
strong in the conviction that we are moving in the 
right direction. Neither have doubted that the goal 
is worth achieving.” 

As for strengthening its present controls, Mr. 
Saperstein said there are some brokers and dealers 
who “disagree with the provisions of the law and see 
no reason to comply with them; and simply take a 
chance that the Commission is too remote or too 
busy to know what they are doing. The mistaken 
notion prevails in some quarters that certain prac- 
tices are a mystery to the Commission. This fal- 
lacious idea is held only where there is complete 
ignorance of the Commission's work.” 


“JUMPING THE GUN” 


Mr. Saperstein explained that one of the prac- 
tices to which he referred was that “of jumping 
the gun.” 

Under the Securities Act of 1933 a registration 
statement cannot become effective until twenty 
days after it has been filed. “Jumping the gun” 
is a trade term for selling new securities before the 
registration has become effective. 


“The primary purposes of this provision were to 
afford the Commission an opportunity to examine 
the statement to determine whether it conforms 
with the statutory standard,” Mr. Saperstein ex- 
plained, “and to guard against the feverish methods 
of distribution which characterized the capital 
markets in previous years by creating a cooling 
period during which the material facts concerning 
a security can be disseminated.” 

At about the same time he was delivering his ad- 
dress in Los Angeles the staff of the regional ad- 
ministrator in New York disclosed that evidence ol 
“jumping the gun” has been obtained against more 
than 60 Wall Street firms after a five-month in- 
vestigation. 


OTHER PRACTICES OBJECTED TO 


Other practices which Mr. Saperstein revealed 
that the commission is watching carefully are: 

The tendency on the part of some brokers and 
dealers to extort exorbitant profits from their cus- 
tomers. 

High-pressure merchandising methods. 

Making of offers to buy or sell at stated prices 
with no bona fide intent to effect transactions, and 
the publication of bid and asked prices or reports of 
transactions known to be fictitious. 

The failure to make full disclosure to customers 
as to the capacity in which a broker-dealer is func- 
tioning. 

The making of concealed profits by collusion with 
other brokers and dealers. 


is 


+ Twin Duties—Banking and Electricity + 


E most recent appointee to the board of direc- 

tors of the Reconstruction Finance Corporation, 
Emil Schram, came to that office with 25 years of 
experience in farm real estate and irrigation. 

Mr. Schram was born in Peru, Ind., in 1893, and 
when graduated from the High School there in 
1911 went to work for the J. O. Cole Estate, of Peru, 
as office manager. The firm operated coal mines, 
timber and farm lands. Later he became manager 
of the Hartwell Land Trust, a subsidiary of the 
Cole Estate which handled a large part of the farin 
land transactions of the parent institution. This 
office Mr. Schram held until June, 1933, when he 
became associated with RFC. 


His work with the Hartwell Land Trust brougnt 
him into contact with the important drainage an: 
irrigation work in the Middle West. In 1927 he 
was elected vice-president of the Associated Drain- 
age Districts of Illinois, and in 1931 he was made 
chairman of the executive committee of the Na- 
tional Drainage Association. 


When RFC set up its Drainage, Levee and Irri- 
gation Division, Mr. Schram was selected to become 
the chief of the division which is permitted to make 
loans, not to exceed $125,000,000 in the aggregate, 
to drainage, levee and irrigation districts. 


Resigning his position with the land trust and 
Severing his connections with the associations in 
which he was an official, Mr. Schram organized the 
new RFC division. Since then he has supervised 
its operations which consist of examining applica- 
tions for loans by the districts and making recom- 
mendations on the basis of these surveys to the 
RFC directors. 

Mr. Schram was appointed to the Electric Home 
and Farm Authority, when it was instituted in Au- 
gust, 1935, at the same time continuing to hold 
his RFC office. When Morris L. Cooke became ad- 


~—Underwood & Underwood 
EMIL SCHRAM 


ministrator of the Rural Electrification Adminis- 
tration, Mr. Schram moved up to the presidency 
of the EHFA, a position which he now holds. 

On June 20 Mr. Schram became a member of 
the RFC board to fill a vacancy in that body. Be- 
cause of the way in which the board’s duties are 
divided, he still guides the activities of the irriga- 
tion division while sharing the larger responsibili- 
ties of the corporation with the five other directors. 


Mr. Schram is married and has three sons. His 
chief diversion is golf. 


> 
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“DIVIDENDS” TO DEPOSITORS 


Leo T. Crowley, chairman of the Federal Deposit In- 
surance Corporation, reports $9,943,085 has been or 


is being paid to depositors of closed banks. At the 

same time, Chairman Crowley reveals that after 

charging off deposit losses and insurance the FDIC's 

operations have shown a profit of six and one-half 
million dollars since August, 1935. 


Hunting Manipulators 
Of Stock Prices 


ID manipulation cause the price of 
a listed stock to rise or was the 
stock's value enhanced by better pros- 
pects? That question lies at the bot- 
tom of the latest attempt by the Se- 
curities and Exchange Commission to 
discipline a brokerage house for al- 
leged violation of the securities legis- 
lation. 


To date four firms, three of the New York Stock 
Exchange and one of the Boston Stock Exchange, 
have been ordered to show cause why they should 
not be suspended from exchange memberships. The 
Securities Exchange Act of 1934 empowers the SEC 
to discipline exchange members which it finds have 
either violated or are about to violate any section of 
the Act. 


STATUS OF THE HEARINGS 


The first case to be brought before the commis- 
sion was that of Michael J. Meehan, member of the 
“Big Board”. Then in rapid succession show cause 
orders were served on Wright & Sexton, and White, 
Weld & Company, also Stock Exchange firms, and 
Thomas F. Gagen of the Boston Stock Exchange. 
SEC claimed in each instance that the defendants 
had violated the anti-manipulation sections of the 
Act. 

Hearings have been completed in the Meehan 
and Gagen proceedings, and the reports of the trial 
examiners to the commission are now awaited. 
Testimony is still being taken by the government 
in the Wright & Sexton case. Last week, SEC hav- 
ing completed its presentation in the White-Weld 
hearings, the firm began its defense against charges 
that it had illegally caused the common stock of the 
A. O. Smith Corporation to rise in value. 


Briefly, the government's account of the alleged 
manipulation is this: 


THE WHITE-WELD ALLEGATIONS 


SEC charges that White-Weld, on March 14, 1935, 
took options on 10,000 shares of common stock of 
A. O. Smith Corporation from the sisters of Lloyd 
R. Smith, president of the company. The option, 
to purchase the stock at $55 a share, was good for 
45 days, SEC said. At the time the options were 
made, the market price of the stock was $42 a share, 
according to the commission. 

The stock was closely held by the Smith family, 
it was shown. Of the 500,000 shares outstanding, 
less than 100,000 shares were in the hands of the 
public. Of this “latter amount,” commission said, 
much was held by the people identified with or in- 
terested in the market operation alleged.” Because 
of this “abnormally small public distribution,” SEC 


charged, the “stock lent itself ideally.as a manipu- 
lative vehicle.” 


RAPID RISE IN STOCK PRICE 


Pointing out that the stock had to advance more 
than 13 points in the 45-day period, if the option 
was to be successful, SEC attempted to show that 
the volume increased heavily the day after the 
option was granted and that the price advanced 8'4 
points that first day. 

SEC charged that White-Weld made purchases of 
the stock for their own account “to create an ap- 
pearance of active trading in the market. and in 
order to raise the price sufficiently to make it pos- 
sible for them profitably to take down and distrib- 
ute the option stock.” 

The crux of the defense consists in the declara- 
tion, made at the start of the proceedings and 
amplified throughout the hearings, that the market 
activity of the A. O. Smith stock, which began at 
the time the option was obtained, resulted from 
the same cause which induced White-Weld to take 
the option. This, defendant witnesses said, was the 
optimistic outlook for the negotiations being car- 
ried on by A. O. Smith Co. with steel interests on 


& patent license for a new type of casing for oil 
wells. 


New Issues Registered 


‘THE Securities and Exchange Commission an- 


nounced the filing for registration during tne 
past week of the following new security issues: 


CINCINNATI GAS AND ELECTRIC COMPANY, Cin- 
cinnati, Ohio, $35,000,000 of first mortgage bonds, 
34% series, due 1966. The names of underwriters will 
be made public in later amendments to the statement. 

FEDERATED DEPARTMENT STORES, New York, 
140,000 shares of $100 par value 44% convertible pre- 
ferred stock and an undetermined number of no par 
value common shares, including scrip certificates for 
fractional shares. The common is to be reserved for 
conversion of the preferred stock. Lehman Brothers, 
New York City, is expected to be one of the principal 
underwriters and the names of other underwriters will 
be disclosed in later amendments 
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CONTROLLING OUR BANK CREDIT: 
THE NEW POLICIES IN OPERATION 


The United States News 


+ 


How Deposit Insurance and Credit Regu- 


lation Are Affecting Financial Systems 


FIRST reports are available 

on two Government experi- 
ments in banking controls. 
Through them: 


1. Marriner S. Eccles, chair- 
man of the Board of Governors 
of the Federal Reserve system, 
reported to President Roosevelt 
that new credit policies were 
working. 

2. Leo T. Crowley, chairman 
of the Board of Directors of 
the Federal Deposit Insurance 
Corporation, reported to in- 
sured banks that two and one 
half years of trial had pro- 
duced satisfactory operating 
results. 

The visit of Mr. Eccles with 
President Roosevelt coincided with 


release of the Federal Reserve Bul- 
letin for August. 


Both in the printed report and in 
comments of the chairman, stress 
was laid on the point that in the 
opinion of the Reserve Board inter- 
est rates will continue to be low and 
there will continue to be an ade- 
quate supply of bank credit to meet 
all needs of business. 

This explanation of the attitude 
of Reserve officials was made to give 
reassurance that the increase of 50 
per cent in reserve requirements of 
member banks, effective Aug. 15, 


Money goes farther 
when it’s budgeted. Send 
for your copy of the John 
Hancock Home Budget | 
Sheet. | 


Lire INSURANCE Com 
Berron 


‘JOHN HANCOCK INQUIRY BUREAU 7 
197 Sereet, Boston, Mave. 


Please send me «4 John Hancock Home 
Budget Sheet. 
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DIVIDEND NOTICE 


DBordens 
Common Divipenp 
No. 106 

A quarterly dividend af forty cents 
(40¢) per share has been declared on 
the outstanding common stock of thw 
Company, payable September 1, 19346, 
to stockholders of record at the dose 
of business August 15, 1936. Checks 
will be mailed. 

The Borden Compeny 
EL. NOBTZEL., 
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will have little repercussion on the 
cost of money. 

“Recovery.” he said, “is never 
brought about by high interest rates 
and unfavorable money terms. It 
follows cheap money and favorable 
terms 


99% per cent were paid in full. 


“There now is a gradual increase | 


in bank loans and investments, ex- 
clusive of the purchase of Govern- 


ment bonds. For a long time the 
banking system had decreasing 
joans and investments, contrasted 


with the present gradual increase. 
This is a favorable trend. 
“An abundance of funds exists 


available for investment. The long- 
term capital market is favorable 
with mortgage lending, refunding 


and floatation of new issues.” 

Mr. Eccles asserted that increased 
reserve requirements would not cut 
the eallable quantity of bank 
mons sufficiently to tighten up 
creult and cause a price rise in the 
money market. 

This same point was made in the 
Reserve Bulletin. It said: 

“After the action of the Board 
goes into effect the member banks 
will still have nearly $2,000,000,000 of 
excess reserves which could serve as 
a basis of credit expansion. The 
volume of member bank deposits 
which this amount of excess reserves 
will support on the new basis of 
reserve requirements is approxi- 
mately $16,000,000,000, representing 
a 50 per cent increase in the pres- 
ent volume of member bank de- 
posits, an amount that would be 
ample to meet all present and pros- 
pective demands for bank credit for 
business recovery.” 

The Reserve System board of gov- 
ernors is seeking through new 
powers given it by Congress to con- 
trol the credit machinery of the 
country. It latest moves are dli- 
rected at bringing the base of credit 
down to a level that can be man- 
aged through purchase and sale of 
Government securities. 


PROTECTION OF DEPOSITS 

While Mr. Eccles and his board 
are concerned with the volume of 
bank credit, Mr. Crowley and his 
board are interested in protecting 
the deposits of 
accumulations provide the base for 
much of that credit. 

Insurance of bank deposits has 
been in effect since January 1, 1934, 
and on a permanent basis since Au- 
gust 23, 1935. 

The Federal Deposit Insurance 
Corporation has assumed a poten- 
tial liability of about $19,000,000,000 
through insurance of 50,000,000 de- 
positors. A maximum protection of 
$5,000 is given to each depositor. 

To meet that potential! obligation 
the FDIC has capital of $323,782,- 
475.49 

The report of Mr. Crowley shows 
that this sum is rising, with ad- 
ministrative expenses and the cost 


ning far under income through 
assessments on banks and interest 
on securities held. 


SALVAGE OF CLOSED BANKS 

Since the start of the fund 61 
banks have been closed. Of the de- 
posits in these banks 83 per cent 
were protected and of the depositors 
The 
60 banks in which payments have 
been made had deposits of $14,- 
635 000 

The corporation reports that: 

“The total income from interest 
On securities, profit on securities 


sold, and assessments collected from 


individuals whose | 
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of meeting insurance mabilities run- 


banks has amounted to $49,121,- 
292.66 from the beginning of deposit 
insurance to June 30, 1936. 

“During the same period total 
losses and expenses amounted to 
$14.789.387.49. These losses and ex- 
penses consisted of total payments 
of $9,943,08554 actually made or 
pending to depositors in closed 
banks, disbursements of $7,911,155.41 
for loans and purchases of assets of 
merging banks, less estimated recov- 
eries of $11,547,545.25, and admin- 
istrative expenses and other charges 
of $8,288,964. 

“The excess of income amounting 
to $34,482,918.50 constitutes the sur- 
plus of the Corporation of which 
$28,927,667.41 represents the deposit 
insurance assessments on insured 
banks.” 


CONTROL OVER BANKS 

In other words, the operation 
of the deposit insurance system 
through two and one-half years, has 
been successful from a financial 
point of view, Government officials 
declare. 

What would have happened had 
there been bank failures on a large 
scale is another story, into which 
the report of Mr. Crowley does not 
go 

But he does point out that the 
Corporation is keeping a vigilant 
eye on banks in an effort to detect 
weaknesses or practices that might 
lead to insolvency. 

His report said: 

“The Banking Act of 1935 provides 
that after due notice the corpora- 
tion can terminate the insured 
status of any insured bank for the 
continuance of unsafe and unsound 
banking practices. This vests in the 
Corporation an authority that 
should be effective in reducing the 
risk involved in its insurance of de- 
posits and constitutes a means 
whereby practices leading to in- 
solvency of a bank may be con- 
trolled. 

“In the interest of the security of 
the banking system, it is the policy 
of the Corporation to insist upon 
the closing of banks in the early 


Stages of their insolvency, that their 


assets may not be progressively dis- 
Sipated, with resulting excessive in- 
surance losses.” 

A test of the insurance plan, how- 
ever, as officials readily admit, 
awaits a period of deflation when 
more serious situations may come 
to light. Federal credit then might 
be called upon to bear the burden 
of making good on deposits, provided 
the insurance fund is not large 
enough to carry the full load. 


$20,000,000. 
The Pennsylvania Railroad Company . 


General Mortgage 3°4% Bonds, Series “C” 
Dated April 1, 1920 Due April 1, 1970 


Interest payable without deduction for any tax, assessment or ernmental charge (other than Federal ineome taxes and 
except such portion of such taxes, assessments or other charges of the Commonwealth of Pennsylvania as may be, im the agere- 
gate. in excess of five mills per annum on each dollar of the principal of the Bonds) winch the Railroad Company or its sve- 
cessors or assigns or the Trustees under the Mortgage may be required to pay or retain therefrom under any present or future 


law of the United States of America or of the Commonwealth of Pennsylvania. 


GIRARD TRUST COMPANY, PHILADELPHIA, Corporate Trustee. 


The Bonds are redeemable, at the option of the Company, as a whole but not in part, at any time on sixty d pert beahed 
notice, to and including April 1, 1945 at 105%, thereafter to and including April 1, 1955 at 104%. thereafter te an reer bod cg 
April 1, 1960 at 103%, thereafter to and including April 1, 1965 at 102% % and thereafter at 100% plus a premium equal 
to % of 1% for cach six months between the date of redemption and April 1, 1970, in each case with accrued 
interest, all as provided by indenture dated February 1, 1936, supplemental to the General Mortgage. 


egal investments for savings banks ander the laws of New York (New York 
king Law of April 5. 192°. as amended the Acts of January 26, 1932, April 21, 1933, 


In the counsel, these Bonds are 
April 5, 1934, April 29, 1935 and Mareh 31, 1936) and 


The sale of these bonds is eubjeet to the approval of the Interstate Commerce Commission and afl Iegal proceedings 
conneetion with the lesuc end cole theres! ave cubject to the agguevel of counsel fer the 


Copies of a circular of the Company, dated August 6, 1936, describin 


these Bonds and giving information 
regarding the Company, may be obtained from the 


ersigned on request. 


Offering price 101'2% and accrued interest to date of delivery, 
to yield 3.67% to maturity. 


Subject as aforesaid the Company has agreed to sell and Kuhn, Loeb & Co. have agreed to purchase the showe Bonds at 
accrued interest to date of delivery. The undersigned reserve the right in connection with the marketing of these 
or otherwise, to purchase or sell these Bonds or other secunties of the Company in the open market or o 
Temporary bonds exchangeable for definitive bonds when prepared may be delivered im the first metance. The 
Company has agreed to make application m due course to list these Bonds on the New York Stock Exchange 


Kuhn, Loeb & Co. 


New York, August 6, 19%. 


Te be dated September 1, 1936 
To be guaranteed by endorsement as to both principal and interest, jointly and severally, by 
Chicago, Burlington & Quincy Railroad Company, The Pittsburgh, Cincinnati, Chicago and 
St. Louis Railroad Company, The Pennsylvania Railroad Company and Messrs. Henry A. 


s and George I. Haight as Trustees of the property of Chicago, 


Scandrett, Walter J. Cumming 
Milwaukee, St. Paul and Pacific Railroad Company, al! as will be 


laws of New York (New York Bankin 


Lee Higginson Corporation 
Edward B.Smith&Co. Field, Glore&Co. The First Boston Corperation 


New York, August 4, 1936 


$7,000,000 


Guaranteed Bonds 


to be dated September |, 1936. 


OF CHICAGO, Trustee. 


and other states. 


_ TO DATE OF DELIVERY. 


Kuhn, Loeb & Co. 


Chicago Union Station Company 


Te be due September 1, 195) 


provided in an agreement 
CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY 


The entire issue of these Bonds may be redeemed as a whole only, on any interest date on 


and atter September 1, 1941, on sixty days previous notice, at the principal amount thereof 
and accrued interest, plus a prennum of 5% of such principal amount, if redeemed on Sep- 
tember 1, 1941, such premium thereaiter decreasing |, of 1% for each twelve months 
or portion thereot between September 1, 1941 and the date of redemption. Bonds 
may also be redeemed tor the sinking fund on any September Ist commencing Sep- 
tember 1, 1937, on like notice, at the principal amount * .ereof and accrued interest. 


icowe and of the above Bonds and their sale to the undersigned and thew associales are 

subject to the approve! of the Interstate Commerce Commission and im respect of said guaranty 
of seid Trustees, to authorization by the Court, and all iegal proceedings in connection with the 

isswence, sale and guarenty thereo! are subject the approval of counsel for the undersigned. 


In the opinion of counsel these Bonds are legal investments for savings banks under the 
g Law of April 5, 1929, as amended by the Acts 
of January 26, 1932, April 21, 1933, April 5, 1934, April 29, 1935 and March 31, 1936) 


Copies of the circular dated August 4, 1936, describing these Bonds and giving information 
regarding the Company and the guarantors may be obtained from the undersigned on request. 


OFFERING PRICE 102% AND ACCRUED INTEREST 


Brown Harriman & Co. 
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PINDLE TOP, at the turn of the cen- 

tury, was a barren little mound on the 

coastal plain of Texas, near the thriving 
town of Beaumont. 


ef 


One year later, in 1901, it was a forest 
of oil derricks. For squarely on top of that 
barren mound had been drilled one of the 
greatest oil wells the world had ever seen. 


Spindle Top opened up a new chapter in 
Texas history. It marked the beginning of 
large-scale petroleum production . . . and 
the genesis of the Gulf oil companies. 


Since 1901, both Gulf and the Lone Star 
State have come far together. Dozens of 
Gulf-discovered wells...Gulf-built pipelines 
...Gulf refineries... have swelled the tide of 
flowing gold that makes Texas one of 
America’s richest commonwealths. 


~ 


ious - 


Today the world-wide Gulf organization 
owes a debt of gratitude to Texas. For the 
seed of Gulf's leadership in the petroleum 
industry was sown 35 years ago, near 


Beaumont, when Spindle Top roared in. 
Gulf Oil Corporation - Gulf Refining Company 


4 


4 


lo 


Because Gulf from its very origin has been bound up with Texas, it is 
now playing a major part in the Texas Centennial Exposition at Dallas. 

The Gulf building houses the Exposition's entire radio and public 
address system, All entertainment is broadcast by courtesy of Gulf. 
Through glass -windowed studios in the front of the building, the actual 
staging of the programs can be seen. 

Gulf's Radio Studio is, in effect, the ** Voice of the Centennial.” And 
visitors to Dallas report it one of the Exposition’s finest features. 
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“In Proportion as the structure of a govern- 
ment gives force to public opinion, it ts essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 
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have proved so alluring as the word “progressive’. 
This is not to insinuate any specious attribute. 
Fundamentally the word implies an instinct for 
progress however faulty may be particular programs 
offered from time to time as a solution of our social and 
economic ills. 

The New Deal may be credited with an “instinct” for 
progress. It is no disparagement of that instinct however 
to point out the basic misconceptions which have accom- 
panied it. Reference is made to those experiments in re- 
form which have resolved themselves merely into a revival 
of methods of despotic control through political means. 
These merely reveal the cure to be worse than the disease 
and disclose no essential progress in the art of govern- 
ment. 

Nor can there be much esteem bestowed on those fum- 
bling expressions of Republican doctrine as were writ- 
ten into the national party platform at Cleveland. Its 
contradictory and meticulously cautious phrases do bu: 
reflect the characteristic hesitancy of politicians to deal 
frankly with the needs of government. As supinely too, 
did the Philadelphia convention with its platform of am- 
biguous, or rather carefully camouflaged phrases, bal- 
anced to give minimum offense to certain groups and to 
attract maximum favor of others, evade the obligations of 
the hour. 

One would be inclined to forgive the platform makers 
any purposeful attempt at avoidance were it not for the 
obvious lack of a leadership in both parties in the last 
three years that could truly be called disinterested. 


F = terms in the political vocabulary of America 


Exception may be taken to the 


Ai NEW 
PL CF term “disinterested”. What, it 


DEA' “ULL -F might be asked, is more disinter- 
CONT... \DICTION ested than the activity of a Presi- 


dent who dedicates himself to the 
welfare of the common people, differing though others 
may with his conception of where lies the road to the at- 
tainment of such an objective? 


But unhappily the contradictions of policy are all too 
apparent—a blowing hot and blowing cold on the nature 
and scope of federal policy. Public opinion has frowned on 
the espousal of a doctrine of centralized government with 
control over industry and agriculture not because the im- 
plications have been fully understood but because tasks of 
such unprecedented importance have been delegated to a 
personnel picked from the scum of political vice. This 
fluctuation of administrative competence did not and does 
not present a convincing picture of disinterestedness but 
only a panorama of political opportunism. 

Where then are we to look for an advance in the art of 
government? The problem is not new. Nearly a hun- 
dred years ago Ralph Waldo Emerson in his essay on pol- 
itics was lamenting a state of affairs that seems almost to 
have an exact counterpart in the present day conflict be- 
tween the parties. Said Mr. Emerson: 


“Of the two great parties which, at this hour, al- 
most share the nation between them, I should say 
that one has the best cause, and the other contains 
the best men. 

“The philosopher, the poet, or the religious man, 
will, of course, wish to cast his vote with the demo- 
crat, for free-trade, for wide suffrage, for the aboli- 
tion of legal cruelties in the penal code, and for facil- 
itating in every manner the access of the young and 
the poor to the sources of wealth and power. 

“But he can rarely accept the persons whom the 
so-called popular party proposes to him as represent- 
ative of these liberalities. They have not at heart 
the ends which give to the name of democracy what 
hope and virtue are in it. 

“The spirit of our American radicalism is destruc- 
tive and aimless. It is not loving. It has no ulterior 
or divine ends but is destructive only out of hatred 
and selfishness. 

“On the other side, the conservative party, com- 
posed of the most moderate, able, and cultivated part 
of the population, is timid, and merely defensive of 
property. It vindicates no right, it aspires to do no 
real good, it brands no crime, it proposes no generous 
policy, it does not build, nor write nor cherish the 
arts, nor toster religion, nor establish schools, nor 
encourage science, nor emancipate the slave, nor be- 
friend the poor, or the Indian, or the immigrant. 

“From neither party, when in power, has the world 
any benefit to expect in science, art or humanity, at 
all commensurate with the resources of the nation.”’ 


1936 PROGRESSIVISM 


First of a Series of Articles Explaining the Need For a Constructive Approach to Federal 
And State Cooperation in the Handling of National Problems—Alternatives Are Not Federal 
Centralization or States’ Rights But a Proper Blend 


By DAVID LAWRENCE 


But in a hundred years we have gone far in America 
toward achieving many of the objectives pessimistically 
interdicted by Mr. Emerson. We have at times in that 
span of a century taken from a typical prairie state the 
leadership of a Lincoln just as we have taken out of the 
culture of the conservative South a liberal Wilson to head 
the two major parties respectively and achieve through 
them those self-same reforms which mark the progress of 
our nation. 

Mistaken radicalism and mistaken conservatism are to 
be sure still the twin evils of our party combat but they 
are and will always be held in leash by the alertness as well 
as the intelligence of 3 vigilant national opinion that is 
after all the greatest influence for disinterested judgment 
in our democracy. 

We are confronted today with problems that challenge 
not our system of government but our ability to admin- 
ister a system sufficiently flexible and sufficiently capa- 
cious to meet modern needs. It is a great pity that in the 
effervescence of their new found power, the New Dealers 
have lost sight of the true obstacles to governmental prog- 
ress and have followed in the misguided footsteps of many 
predecessor generations which have assumed that progress 
is to be achieved by coercion rather than persuasion. 
SMALL REGARD To deal with the minority in 


any country requires the exercise 


FOR THE RICHTS of great tact and diligence. It 
OF : AINCRITIES challenges the power to govern. 


Impatient with the slow progress 
of persuasion or, as in our case, with the system of dual 
sovereignty which gives 48 states co-equal or greater au- 
thority in certain fields than the federal government, the 
New Deal expresses in its advocacy of short-cuts the same 
unhappy devotion to expediénts violative of fundamental 
principle as has wrecked goverimenis from the begin- 
ning of time. 

The theory that government can progress through the 
cold-blooded imposition by a temporary majority of its 
iron will on the backs of a helpless minority does not make 
for just government, much less for effective government. 
It was John Morley who said: 

“Nothing in the whole world of politics is so in- 
tractable as a band of zealots, conscious that they 


are a minority, yet armed by accident with the pow- 
ers of a majority.” 


Today governmental problems are intertwined in eco- 
nomic webs of perplexing proportions. He who wishes to 
attain the good of the many convinces himself that in the 
suppression of the few who hold economic power is the 
simple satisfaction of our economic discontent. 

Denunciation of the “economic royalists” increases no 
payrolls and employs no more men than before the in- 
vective was uttered. Intensification of faction is sug- 
gestive of violence. Passion makes few conquests that 
reason can make permanent. Government at best is the 
art of adjusting the minority and majority viewpoints so 
that prégress may be made in the advancement of an 


economic society. 

PITTING CLASS This does not mean mere com- 
promise or the granting of con- 

AGAINST CLASS cessions to each of the forces in 

NOT HELPFUL conflict but a just recognition of 
what is the effective scope of each. 

The unit of government in America is the community. 
The influence of neighbors upon each other is the greatest 
moral force that can be devised. It provides a check on 
lawlessness which cannot be achieved by attempts at re- 
mote control. 

Thus, for example, to insist on the complete abolition of 
drinking and the proclamation of such reform through an 
Amendment to the federal Constitution which took no 
note of the life-time habits of the minority was a wrong, 
even though benevolently intended, use of governmental 
power. It gave usa bootleg traffic running into the billions. 

Has the cause of temperance been advanced by the 
short-cut which the prohibitionists imposed oniy to bring 
a collapse of enforcement and a bootlegger and gangster 
era that finally resulted in the repudiation of the whole 
Amendment? 

Surely nobody will contend that present “Repeal” 
era presents today a satisfactory solution of the drink 
evil but if we are no further advanced than we were 
in the pre-prohibition era shall it be said that this is the 
fault of those who advocated “Repeal” or the fault of those 
students of governmental science who uncompromisingly 


>» 


rejected what should have been a proper blend of federal 
and state power in the interest of the minority as well as 


the majority ? 
Excessive drinking has been a 


PROBLEMS OF 

social problem for many genera- 
CONCURRENT tions. With the advent of the 
JURISDICTION automobile and the airplane, the 


opportunities for dangerous dis- 
regard of the rights of others would seem on paper at 
least to make an even more commanding argument for 
national control than ever before. 

But our Eighteenth Amendment experience should 
teach us that effective government of a population of 120,- 
000,000 persons can never be achieved either in social or 
economic problems by an abandonment of our dual sys- 
tem of sovereignties. 

For the Eighteenth Amendment with its “concurrent 
jurisdiction” gave the states and the federal government 
each the job to do within their “proper spheres” but it re- 
sulted in an abandonment of the police function by the 
states altogether. This was not a breakdown due to spite 
or lack of sympathy for it extended to states which were 
previously dry as it did to states which had been wet and 
were made dry by the Volstead law. 

The mistake of the reformers was in ignoring the art of 
government itself. No law will ever be enforced which is 
out of keeping with a substantial sentiment in any locality. 
The sanction for all law is public sentiment. Laws govern- 
ing individual morals like laws governing economic be- 
havior, unless based on widespread assent of a voluntary 
nature, require such extensive policy systems as to render 
enforcement hopeless from the start. 

To re-state our experience with 


COOPERATION the Eighteenth Amendment is 
CF LOCALITIES but to declare again for the fund- 
IS NECESSARY amentals of government and the 


proper adjustment of the minor- 
ity and majority viewpoints. 

The analogy to the prohibition problem may, of course, 
be said to embrace laws that offend only against morals 
but the danger is just as great in attempting to impose an 
economic will from the outside as, for instance, where the 
success of employer and employee relations may depend 
so largely on community environment. 

The New Deal platform, it is to be regretted, attempts 
to deal with this important question of progress in the 
science of government by merely repeating that the fed- 
eral government shall be given equal power with the 
states to deal with certain national problems. Here we 
have “concurrent jurisdiction” once more and the net re- 
sult, if applied, would be to impose the whole burden on 
the federal authority which means a forfeiture of that lo- 
cal cooperation essential to governmental progress. 

Clearly the time has come for re-definition. In suc- 
ceeding articles in this series the writer plans to suggest 
a line of thought which he hopes will be provocative of 
discussion to the end that public opinion may begin to see 
in its true aspects the nature of the vast problem opened 
up by the party clash of 1936. 

For whichever way the presidential campaign turns 
out, the dilemma is with us. And he who believes that 
after November, if Governor Landon is elected, all prob- 
lems will immediately simplify themselves into a do-noth- 
ing passivity is going to be just as much surprised as he 
who thinks that President Roosevelt, if elected, will be 
given a mandate to change the form of our government. 
Attainment of any such goal depends on whether the 
forces of moderation are able by enlightened analysis to 
bring the pressure of independent opinion to bear on the 
issue. 

Mr. Roosevelt may be enlisted, as he said in his accept- 
ance speech, for the “duration of the war”, but the govern- 
ment of the United States will live long after he retires 
from public life, long after the unworkable laws that have 
been passed in a mistaken zeal to correct economic in- 
equalities will have been repealed by public sentiment or 
by a national legislature come to its senses. 

It behooves us then to study the proper blend of federal 
and state functions in order that they may present not less 
but more effective exercise of that power which attains the 
common good because it is both practical and humanita- 
rian—the essence of 1936 progressivism. 

(The article next week will take up the fundamentals 


of the idea of federal and state cooperation within the 
Constitution. ) 
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